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W ashington, D .C .
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Federal Deposit Insurance A ct, the Federal Deposit Insurance 
Corporation is pleased to submit its Annual Report for the 
calendar year 1986.

Very truly yours,

L. William Seidman
Chairman

The President of the U .S. Senate

The Speaker of the U .S. House of Representatives
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Board of Directors

T h e  Board  of Directors  of the FD IC : (from  left) 
C. C .  Hope, Jr . ,  D irector ,  R obert  L. Clarke, 
C o m p tro ller  of the Cu rrency ; and 
FD IC  C hairm an L. W ill iam  Seidman.
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L. William Seidman

C. C. Hope, Jr.

Robert L. Clarke

L. W illiam Seidman was elected Chairman of the Federal Deposit Insurance 
Corporation on O ctober 21, 1985. Prior to his appointment to the FDIC,
M r. Seidman pursued an extensive career in the financial arena in both the 
private and public sectors. He was Dean of the College of Business of 
Arizona State University and a director of several organizations including the 
Phelps Dodge Corporation, Prudential-Bache Funds, United Bancorp of 
Arizona and The Conference Board. He has served as Co-chair of the White 
House Conference on Productivity, Vice-Chairman of the Phelps Dodge Cor­
poration, Assistant to the President for Economic Affairs and Managing Part­
ner of Seidman & Seidman, Certified Public Accountants, New York. He also 
was Chairman and Director of the Federal Reserve Bank of Chicago, Detroit 
Branch. M r. Seidman received an A .B . degree from Dartmouth College, and 
earned an LL.B., from Harvard Law School. He also holds an M .B .A . from 
the University of Michigan. He is a member of the American Bar Association, 
the American Institute of Certified Public Accountants and several academic 
honorary fraternities including Phi Beta Kappa. He is the author of two 
books and numerous articles on business and tax subjects.

C. C. Hope, Jr., was named to the Board of Directors of the Federal 
Deposit Insurance Corporation on M arch 10, 1986, confirmed by the Senate 
on M arch 27 and commissioned by President Reagan on April 7, 1986. Before 
his appointment to the FDIC, M r. Hope spent 38 years at First Union Na­
tional Bank of North Carolina in Charlotte where he retired as Vice Chair­
man in 1985. Mr. Hope is a former President of the American Bankers 
Association and has served as Secretary of the North Carolina Department of 
Commerce. In the field of educaton, M r. Hope is a trustee and former Chair­
man of the Board of W ake Forest University and has been Dean of the 
Southwestern Graduate School of Banking at Southern Methodist University. 
He has completed graduate work at the Harvard Business School and the 
Stonier Graduate School of Banking at Rutgers University.

Robert L. Clarke became the 26th Comptroller of the Currency on 
December 2, 1985, and simultaneously became a member of the FDIC's Board 
of Directors. Before his appointment, M r. Clarke founded and headed the 
Banking Section at the Houston, Texas, law firm of Bracewell & Patterson.
He joined that firm after completing his military service in 1968. The Banking 
Section prepared corporate applications and securities registrations, counselled 
management in expansion opportunities and the effects of deregulatory ini­
tiatives, and represented institutions in enforcement matters. M r. Clarke holds 
a BA in Economics from Rice University and an LL.B., from Harvard Law 
School. He is a member of the bars of Texas and New M exico. He has served 
as a director for two state banks, and has been active in a number of civic, 
political and professional organizations.
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Chairman's Statement

During 1986 the Federal Deposit Insurance Corporation faced the greatest 
challenge of its 53 year history. The employees of the Corporation responded 
with new techniques and fresh ideas. Despite a record number of bank 
failures, and lower interest income due to lower rates, the deposit insurance 
fund ended the year at an all-time high.

The FDIC insurance fund grew in 1986 from $17.9 billion to $18.2 billion, 
an increase of $296 million, or 1.65 percent. Revenues totaled $3.3  billion at 
year-end compared to S3.4 billion in 1985. Administrative operating expenses 
were approximately $222 million, and the provision for insurance losses to­
taled $2.8 billion. The combined total of expenses and losses of $3 .0  billion 
was substantially more than 1985's total of $1.95 billion. The fund declined 
to 1.12 percent of insured deposits in 1986 from 1.19 percent in 1985 as in­
sured deposits increased by about 8 .7  percent.

In 1986, assessment income amounted to $1.6 billion (compared to assess­
ment income of $1.4 billion in 1985). However, in addition to the 1986 
operating costs and insurance losses of $3 billion, the agency had $1.1 billion 

in excess insurance losses and operating costs during 1985 which 
were carried into 1986. Therefore, no assessment credit was 

allowable for banks in 1986. The current $2.5  billion
balance of excess operating costs and insurance losses 

must be carried forward for purposes of com ­
puting 1987's assessment rebate position.

Insurance losses in 1986 resulted from a 
post-Depression record of 138 bank failures 
— up from 116 in 1985. The FDIC also 

provided financial assistance to prevent the 
failure of seven banks, three more assistance 

transactions than the year before. 
Approximately 41 percent of the commercial 

bank failures in 1986 were agricultural banks; 
and agricultural lenders continue to represent a 

significant portion of FDIC's problem bank list. At 
year-end, 1,484 of the nation's 14,837 commercial 

and savings banks were on the agency's list of prob- 
blem banks, compared to 1,140 a year earlier. W e ex­

pect continued growth in the number of problem institu­
tions during 1987.

For the first time in 25 years overall bank profitability 
declined, as net income dropped 1.4 percent from 1985's 

level. About 20 percent of all FDIC-insured banks lost 
money last year compared to less than 17 percent in

1985. Banks' loan-loss provisions increased by 23 percent 
and non-performing assets rose 13 percent, despite loan 

charge-offs that were 24 percent higher than the year before. 
There were notable geographic differences in bank perform­

ance. Last year, 80 percent of the industry's unprofitable banks 
were in the western half of the country. By contrast, about 99 percent of the FDIC-insured savings banks located in the 
northeast reported operating profits during 1986.

We have taken a number of actions designed to improve our supervisory performance. A  new examination program 
will result in more frequent examinations of all FDIC-supervised institutions. In recent years the frequency of examina­
tions has decreased, particularly for those banks given favorable ratings during their last complete examination.
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Unfortunately, due to staff reductions and growth in the number of problem 
institutions, the time between examinations is much too long. Our objective 
now is to reduce the interval between examinations.

During much of 1986, growth in the problem bank list averaged one bank 
each day, and the year ended with nearly one problem bank for each FDIC 
examiner in the field. As a result of this greatly increased workload, the 
agency intends to add about 600 field examiners to our supervisory force dur­
ing 1987, a move which over the long term will mean improved "safety" 
supervision for the banking industry. Until these new examiners are fully 
trained, however, we will encounter difficulties in examining banks on a 
timely basis. To help manage this workload, the FDIC is testing the use of 
public accounting personnel, hired on a per diem basis, to supplement the 
field examination staff and assist in bank examinations. W e are also exploring 
the possibility of requiring examination of some banks by CPAs.

In addition to expanding on-site examination resources, we are making bet­
ter use of our off-site monitoring program. Computerized surveillance systems 
are used to review a bank's Reports of Condition and Income. Such off-site 
monitoring capability can help identify problem cases, predict failures in ad­
vance, and will help in allocating our examination assignments.

To increase productivity and efficiency, every division and office was 
directed to develop productivity measures and goals. W e are committed to 
finding better ways to use our limited resources to cope with a burgeoning 
workload. Use of forbearance and open bank assistance — two important 
tools that help to reduce the costs involved in dealing with troubled banking 
institutions — increased substantially during the year.

An increased workload required improved performance in our financial ac­
counting, automation and support services areas. Better data processing 
systems, a new telephone/communications system, and new operational/ac­
counting processes enabled the Division of Accounting and Corporate Serv­
ices to cope with these demands. Financial operations were greatly improved 
by gains associated with the new Financial Information System and field im­
plementation of the Liquidation Asset Management System.

The Division of Liquidation (DOL) dealt effectively with the record number 
of failures as they occurred, shifting personnel throughout the country as 
needed to make sure depositors remained confident in the FDIC's ability to 
protect their funds. Despite the tremendous growth in failure cases and the 
strain on staff resources, DOL also was able improve its collection per­
formance.

The DOL began 1986 with $9 .7  billion of distressed assets in its portfolio 
and, due to the 138 bank failures during the year, assumed responsibility for 
liquidating additional assets with a book value of $3.5 billion. Despite this 
tremendous increase, the liquidation staff collected a record $1.8  billion in 
principal and interest during 1986, ending the year with $10.8 billion of 
distressed assets in its portfolio. D OL success in limiting growth in the port­
folio by vigorously developing new markets and sales approaches enabled us 
to maintain our cash position.

FDIC efforts to use open bank assistance are helping to minimize the rate 
of growth in the liquidation portfolio. The FDIC updated its assistance 
guidelines during 1986 so that bankers and the public would be able to ade­
quately assess the conditions under which assistance will be granted. 
Assistance must be the least-cost alternative. Open bank assistance has the
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advantage that local borrowers continue to conduct their business with an 
operating bank, which means community disruption is minimized. Further­
more, because the FDIC is able to avoid acquiring new assets for liquidation 
with attendant losses as a liquidator, assistance transactions can translate into 
substantial savings for the insurance fund.

The FDIC stepped up its efforts in dealing with fraud or abusive insider ac­
tivity, which continue to be significant factors in bank failures. In 1986, in­
sider abuse and fraud were detected in about 32 percent of the year's failures. 
Finding fraud and abuse is now one of the primary objectives of bank ex­
aminations. The FDIC activated a system of "red flags" that examiners will 
use in looking for evidence of misbehavior. This system covers internal and 
management controls, the loan portfolio, the reserve for loan losses and other 
areas that should be scrutinized for fraud. As part of our new emphasis on 
fraud prosecution, we have developed a computer system to track criminal 
referrals and to provide status reports to field offices. In addition, banks must 
now report suspected crimes to regulators.

In 1986, the FDIC also sought new legislation to assist the Corporation in 
dealing with failing and closed banks. We asked for an extension and expan­
sion of the emergency interstate acquisition authority that terminated with the 
1986 expiration of the Garn-St Germain Depository Institutions Act. W e are 
encountering an increasing number of cases where few (or no) bids to acquire 
a failed bank are submitted to the FDIC. An expanded opportunity to seek 
buyers from out-of-state can reduce our costs.

The FDIC also sought authority to operate failed banks to bridge the gap 
between insolvency and an orderly acquisition by a healthy institution. With 
the FDIC operating such a "bridge bank," potential buyers would have an op­
portunity to assess their risks more thoroughly and acquire more of a failed 
bank's assets. This would minimize disruption to banking services and keep 
funds flowing to borrowers until a more permanent solution can be arranged.

The FDIC worked for legislation in administrative and supervisory areas. 
W e urged prompt recapitalization of the Federal Savings and Loan Insurance 
Corporation, not only to protect savings and loan depositors, but also to 
preserve confidence in all federally insured financial institutions. We asked 
that it be made clear that our traditional exemption from the apportionment 
provisions of the Antideficiency Act be continued.

The FDIC sought authority to assess risk-based deposit insurance 
premiums. With this type of insurance, premiums would more closely reflect 
each institution's potential for causing insurance losses.

Two important policy statements were announced during the year — 
disclosure of financial information by banks and the establishment of risk- 
based capital guidelines.

In 1987, the FDIC again expects great challenges, with a record number of 
bank failures and problem banks. As in 1985 and 1986, the remarkable skills 
and dedication of the professionals who work for the Corporation will make 
it possible for the Corporation to fulfill its obligations to depositors and the 
financial system.
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Division of Bank Supervision

by
Paul G. Fritts 
Director

Unprecedented challenges confronted the Division of Bank Supervision 
(DBS) during 1986 as problems in the energy, agricultural and real estate sec­
tors of the economy persisted. The number of problem banks increased over 
30 percent to 1,484 leaving 10.0 percent of all insured banks as problems by 

year end. By comparison only 2.5 percent of all insured banks 
were considered problems at the end of 1982. The number of 
banks either failing or requiring FDIC financial assistance also 
rose from 120 in 1985 to 145 this year setting a post-Depression 
record. This number is even more significant when compared to 
1981 when only 10 banks failed.

Problem banks require both frequent and intensive supervi­
sion. As a rule of thumb, problem bank examinations exhaust 
from 2 to 3 times as many examiner hours as do nonproblem 
banks. Past budget constraints have resulted in D BS having to 
cope with the increased problems with fewer examiners, who 
serve as the linchpins of bank supervision. For example, DBS 
had 1,856 examiners in 1981 but only 1 ,547 in 1985. We began 
to accelerate hiring in 1986 with the number of examiners grow­
ing to 1,726 at year-end. Despite the shortage of examiners,
DBS has met the challenge without loss of public confidence in 
the integrity of the federal deposit insurance fund. W e have ac­
complished this primarily by focusing our resources on problem 
situations while stretching to the limit the examination cycle for 
nonproblem institutions.

During the year a growing number of banks were unable to 
obtain affordable bankers' blanket bond coverage and director 
and officer liability insurance. We at the FDIC have been 
meeting with bankers, trade groups and insurers in order to 
foster better communications and resolve misunderstandings. 
Progress was made.

Even greater challenges await us in 1987. First, we project the 
continuation of a large problem bank portfolio and expect even 

more failures and assistance transactions than occurred in 1986. M oreover, 
deregulation of the financial service industry continues. Banks are expanding 
into a host of nontraditional activities that expose the deposit insurance fund 
to a variety of risks and that require the development of specialized expertise 
from our examination force. While we endorse the thrust of deregulation, it 
does make the supervisor's job more difficult.

D BS will meet the demands of the future through a multipronged ap­
proach. A newly revised computerized system will improve our off-site 
monitoring capabilities. The level of supervision over all insured banks will 
be intensified, including those in nonproblem status. Our on-site presence will 
increase through a combination of more visitations and shortening of the ex­
amination cycles. A management reporting system is being developed to 
measure both the cost and productivity of all major DBS activities. Under­
way is a D BS management study, to be completed early in 1987, that will 
help us further streamline operations and eliminate duplication of effort be­
tween our Washington and regional offices. Examining more banks more 
often and maintaining close supervision over troubled banks will require 
many more examiners. Approximately 600 new bank examiners will be hired 
during 1987 and our commitment to training will continue. In these ways we 
will meet the challenges posed by a dynamic and changing industry and in­
dividual institutions beset with lingering and significant problems.Digitized for FRASER 
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Examinations The Corporation's bank examination program is the foundation of a coor­
dinated operation to promote safe and sound banking and to ensure com ­
pliance with applicable laws and regulations.

The Corporation conducts four principal types of examinations: 1) for safe­
ty and soundness; 2) for compliance with consumer and civil rights laws and 
regulations; 3) for proper performance of fiduciary responsibilities in trust 
departments, and 4) for adequacy of internal controls in electronic data pro­
cessing operations.

Corporation examiners in 1986 conducted 5 ,390 such examinations com­
pared to 4,885 in 1985.

The Corporation continues to place its examination emphasis on those 
banks that constitute the greatest risk to the deposit insurance fund. This in­
cludes both large banks and problem banks.

EXAM INATIONS — Division of Bank Supervision (DBS)

1986 1985

Safety and soundness 
Stale  nonm em ber banks 2,705 2,436
Savings banks 171 186
N ational banks 172 271
State m em ber banks 56 47

T otal 3,194 2 ,940

Com pliance and civil rights 1,436 1,251
Trust departments 333 272
D ata processing facilities 427 422

Grand Total 5 ,390 4,885

Problem As the federal insurer of bank deposits, the FDIC problem list includes
Banks national, state member, FDIC insured federal savings banks, and insured state

nonmember banks and thrifts. The problem list is based on the Uniform 
Financial Institutions Rating System that rates banks on a scale of one 
through five in ascending order of supervisory concern. Those institutions 
accorded either a "4" or "5" under the rating system are considered to be 
"problem banks."

At year-end 1986, the FDIC list of problem banks was at an all-time high, 
a reflection of its dramatic growth over the past several years.

FDIC PROBLEM BANKS

1982 1983 1984 1985 1986

T o ta l Insured Banks 14 ,767 14 ,759 14,825 14 ,906 14 ,837

Problem  Banks 369 642 848 1,140 1,484
% Increase in 

N um ber of 
Problem  Banks

6 5 .5 % 7 4.0% 3 2 .1% 34 .4 % 3 0 .2%

% of T otal Insured 
Banks

2 .5% 4 .4 % 5 .7 % 7.6% 1 0.0%

Banks of supervisory concern usually result from the historically common 
factors of poor loan quality and/or mismanagement. However, the sharp 
growth of problem banks in 1986 is primarily attributable to continuing 
problems in the agricultural and energy sectors with some related spillover in­
to real estate and business markets in certain areas of the country.Digitized for FRASER 
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We should not lose sight of the extent to which banks are rehabilitated and 
removed from the problem bank list. While many banks with severe 
problems eventually do fail, a large number, usually with close supervisory 
guidance, are able to resolve their problems and restore their condition to a 
point where they no longer warrant more than normal concern, as shown by 
the following chart.

CHANGES IN FDIC PROBLEM BANK LIST

1982 1983 1984 1985 1986

D eletions
(Includes Failed Banks or 
FDIC Assisted Banks!

125
(42)

149
(48)

296
(79)

312
(120)

494
(145)

Additions 271 422 502 604 838

Net Increase 146 273 206 292 344

C a p i t o l  in M arch 1986 the FDIC adopted, jointly with the other federal bank
r o r u e u r a n K C  regulators, a policy of capital forbearance for banks with agricultural and

energy lending concentrations. This policy recognizes that a m ajor function of 
capital is to absorb unanticipated losses and help an organization weather a 
period of adversity. Therefore, well-managed banks suffering because of a 
concentration of loans to these two troubled sectors are permitted to operate 
with capital levels below regulatory standards if it appears that the banks 
have adequate plans to restore capital.

Off-site
Monitoring
Systems

A m ajor overhaul of our commercial bank monitoring system resulted in 
discontinuation of a system which had been used for several years and crea­
tion of the Extended Monitoring System (EM S). The EM S is a computerized 
system designed to aid examiners and analysts in identifying and evaluating 
banks of supervisory concern, to provide background information for use 
during on-site examinations, and to provide management with an efficient 
and flexible tool for use in scheduling and prioritizing institutions for on-site

Consumer
Protection

The DBS O ffice of Consumer Programs (O CP) is responsible for the Cor­
poration's consumer and civil rights protection efforts. The primary mission 
of O C P is to respond to consumer complaints and inquiries. These com ­
plaints and inquiries are handled primarily in the FDIC regional offices, each 
of which has a Consumer Affairs and Civil Rights Review Examiner. At the 
end of 1986 the FDIC Board of Directors created a new independent Office of 
Consumer Affairs. This action reflects our new emphasis on the importance 
of consumer issues in banking.

During 1986, 2,824 complaints and 23,695 inquiries were received by the 
FDIC nationwide. Total complaints increased by 47.9  percent and total in­
quiries increased by 17.0 percent over the levels reported in 1985.

Banks are examined for compliance with consumer protection statutes on a 
graduated schedule, with those banks in need of special supervisory attention 
receiving more frequent examinations. In implementing the requirements of 
the Truth in Lending Act the FDIC obtained $524,200 in reimbursements to 
4 ,980 customers from 67 insured nonmember banks in 1986.Digitized for FRASER 
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Automated
Examinations

Dram atically increased automation is improving the efficiency of the FDIC's 
examination program. By early 1987, all examination reports will be submit­
ted on computer diskettes. W ith microcomputers, the field staff is now able 
to produce a high quality product that may only require final printing in the 
regional office. The volume of paper has been reduced and the time needed 
for gathering data has been shortened. At the end of 1986, 533 microcom­
puters had been distributed to the field staff, up from 34 at the end of 1984. 
Plans call for the acquisition of an additional 500 computers in 1987 and 
distribution of new standardized examination software that promises faster 
operational speed and more efficiency.

Fiduciary
Oversight

The FDIC's supervisory responsibilities include bank trust department and 
securities activity examination, regulation and applications review. During 
1986, consent was given to 50 banks to begin exercising trust powers. Final 
statistics for year-end 1985 (the most recent figures available) indicate that the 
Corporation supervised 1,998 active trust departments. FDIC-supervised 
banks had investment discretion of over $101 billion in trust assets, and 
responsibility for an additional $236 billion in non-managed assets. The C or­
poration supervised the securities activities of 280 banks that each had more 
than $1 million in total assets and 500 or more shareholders. In addition, 298 
banks were registered as securities transfer agents at year-end 1986, and the 
Corporation conducted about 50 examinations of their activities.

The complex supervisory approach for banks called for in a deregulated 
banking environment requires not only a greater number of examiners but 
also better training. During 1986, 336 trainee bank examiners were hired, in­
creasing the Division's field examiner staff to 1,726. About 600 new ex­
aminers will be hired in 1987, which after attrition will increase the examiner 
staff to about 2,100.

D BS operates a Training Center in Rosslyn, Virginia. In 1986, training 
classes were held for 2,475 FDIC examiners, 420 state examiners, and 46 per­
sonnel from other FDIC divisions, other federal agencies and several other 
countries. This includes approximately 500 who received training in 
microcomputer use at a Leesburg, Virginia, location. Versions of three 
schools also were conducted for 136 state examiners in field locations and, for 
the first time in 1986, update seminars for 118 FDIC personnel were introduc­
ed at the regional level. In all, FDIC examiners attended 2,475 internal train­
ing sessions in 1986. This is projected to increase to 3 ,250 in 1987. In 
addition, FDIC examiners and state examiners, under FDIC sponsorship, at­
tended 668 Federal Financial Institutions Examination Council (FFIEC) courses 
supported by the Training Center. Finally, many examiners attended a variety 
of courses and seminars sponsored by external organizations.

O ver 600 persons from examiners to the Chairman were called upon to 
participate as instructors at FDIC schools in 1986. Another 57 FDIC persons 
conducted classes in FFIEC courses. This "staff" of instructors was augmented 
by speakers from banking, academia, and related business fields.
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Applications

Criminal 
Activity 
and Insider 
Abuse

Proposed new, and operating noninsured, state-chartered banks and U.S. 
branches of foreign banks desiring federal deposit insurance must apply to the 
FDIC. Banks supervised by the FDIC must apply to establish new branches or 
facilities or to relocate existing offices or facilities. The FDIC also reviews 
merger, consolidation or purchase and assumption transactions if the resulting 
bank would be subject to FDIC supervision, or any merger-type transaction 
involving any FDIC-insured bank and a noninsured institution. The FDIC 
also has authority over changes in control of state nonmember banks and, 
under certain circumstances, over who may serve as a director, officer, or 
employee of an insured bank.

The following table shows the FDIC's actions on selected types of applica­
tions as compared to the previous year:

FDIC APPLICATIONS

1986 1985

Deposit Insurance 195 231
Approved 190 226
Denied 5 5

New Branches 804 758
Approved 801 756

Branches 676 584
Limited Branches 70 85
Rem ote Services Facilities 55 87

Denied 3 2

M ergers 244 208
A pproved 244 207
Denied 0 1

Requests for Consent to Serve 72 61
Approved 70 53
Denied 2 8

N otices of Changes in Control 121 159
Letters of Intent Not to D isapprove 118 153
D isapproved 3 5

The volume of applications for deposit insurance declined in 1986 but was 
high by historical standards. The unusual volume in 1985 was precipitated by 
events in O hio and M aryland that caused institutions insured by private 
deposit insurance funds to seek federal deposit insurance. The trend toward 
federal deposit insurance is expected to continue. Merger-type applications 
continued at a rapid pace in 1986 with transactions involving FDIC-insured 
institutions and non-FDIC insured institutions comprising 39 percent of the 
total applications.

To reduce processing time for routine applications, the Board of Directors 
has delegated significant authority to the Board of Review and D BS. In 1986, 
91 percent of the total actions were taken pursuant to delegated authority.

In April 1986, the Corporation adopted a new rule requiring insured 
nonmember banks to report criminal violations to federal law enforcement 
authorities and to the FDIC. The rule assures that the specific information 
needed by investigators and prosecutors for effective law enforcement is pro­
vided in an orderly and timely fashion.

Personal contacts between law enforcement officials and bank examiners 
were strengthened and reinforced during 1986 through joint training sessions
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International
Banking

Risk-
Based
Capital

and forums established in several regional cities. The Bank Fraud Enforcement 
W orking Group, established by the Attorney General and the federal bank 
supervisory agencies in December 1984, has improved communication and 
coordination, developed a uniform criminal referral form to ensure prompt 
reporting of suspected crimes, established a training program, and im­
plemented a tracking system for m ajor bank fraud cases. A comprehensive 
data base covering criminal referrals has also been developed.

The Division is developing a comprehensive list of "red flags" to aid bank 
examiners and auditors in detecting and preventing fraudulent transactions. 
This supervisory tool alerts the examiner or auditor to the warning signs of 
fraud, provides information on the potential problems underlying the warning 
signs and suggests investigative alternatives.

M oney laundering became a federal crime on O ctober 27, 1986, when the 
Anti-Drug Abuse Act of 1986 became law. The Bank Secrecy Act was 
amended to prohibit the structuring of transactions to avoid the currency 
reporting requirements and regulations were established requiring banks to 
maintain procedures to assure compliance with the Department of Treasury's 
currency reporting regulations.

The FDIC grants deposit insurance coverage to domestic branches of 
foreign banks. One such application was approved during the year. In 1986, 
the Uniform Report of Examination for Branches and Agencies of Foreign 
Banking Organizations was revised. At year end, the number of insured 
foreign branches was 52 and the number of foreign banks with one or more 
insured U .S. offices was 23.

The FDIC is one of the permanent representatives of the United States at 
the International Committee on Banking Supervision and Regulation, a com­
mittee of bank supervisors from the major developed countries. Last year the 
committee primarily dealt with capital adequacy, risk-related capital, ex­
change of supervisory information, and off-balance sheet risk. During 1986, 
on more than 50 occasions, the FDIC received visitors and official delegations 
representing over 25 foreign countries seeking an understanding of U .S. bank 
regulation, FDIC policies, procedures and methods of assessing risk.

Standards for evaluating bank capital adequacy on a risk-adjusted basis 
were proposed by the FDIC, the Federal Reserve Board, and the O ffice of the 
Comptroller of the Currency and were under active consideration at year 
end. The standards are based on the principle that the amount of a bank's 
capital should be related to its overall risk profile. Risk-based capital stan­
dards assign a bank's assets and certain off-balance sheet items to broad risk 
categories that are weighted according to relative risk. Incorporating off- 
balance sheet risks into the proposed capital calculation reduces the disincen­
tives to holding low-risk assets, and moves U .S. bank capital standards in the 
direction of greater convergence with many foreign countries.
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The Board of Directors of the Federal Deposit Insurance Corporation has 
authority to provide assistance, under certain circumstances, to prevent the 
closing of an insured bank. A revised statement of the FDIC's policy for con­
sidering open bank assistance was adopted in December. In 1986, the FDIC 
provided open bank financial assistance to commercial banks in seven in­
stances, as contrasted to four instances in 1985.

At 138, the number of FDIC-insured bank failures in 1986 again set a post- 
Depression record, exceeding the previous record of 116 set in 1985. Approx­
imately 58 percent of the 1986 failures involved state nonmember banks with 
average deposits of less than $41 million. Total deposits in failed banks in 
1986 aggregated to approximately $6 billion, as compared to $8 billion in
1985 and $2.9 billion in 1984. States with the highest number of failures in
1986 were Texas (26), O klahom a (16), Kansas (14), and Iowa (10). High 
failure rates in these states are largely attributed to continued severe problems 
being experienced in the agriculture, energy and real estate industries.

While economic factors were m ajor contributors to bank failures, weak 
management, poor lending practices, insider abuse and fraud continued to 
play a significant role. Some 32 percent of bank failures in 1986 involved in­
sider abuse or fraud to at least some degree.

Fifty-nine of the 1986 commercial bank failures involved agricultural banks, 
contrasted to 62 agricultural bank failures in 1985 and 25 in 1984. These were 
banks in which agriculture-related loans accounted for 25 percent or more of 
their loan portfolio.

Purchase and assumption transactions ("P& A ") were effected in 98 of the 
138 bank failures in 1986. In these cases, a healthy institution assumed the 
deposits and other liabilities and purchased a portion of the assets of the fail­
ed bank, averting the necessity to pay off insured depositors. In 97 of these 
cases, premiums totaling in excess of $113 million were paid by the assuming 
banks, which resulted in direct savings to the FDIC in excess of $100 million. 
A "negative premium" of $72 million was incurred in the First National Bank 
and Trust Company of O klahom a City ("P& A ") transaction. In return, the 
FDIC received an issue of limited participating preferred stock, with dividends 
based on future operating results of the bank. Justification for the cost to the 
FDIC was based on a determination that continued operation of the bank was 
essential to the community in which it was located.

"P & A " transactions included three acquisitions by out-of-state bidders. O f 
these, 2 were arranged under authority of provisions of the Garn-St Germain 
Depository Institutions Act of 1982 prior to its expiration. The remaining 
transaction was accomplished under provisions permissible under state law.

Various states have enacted interstate banking provisions that, at a 
minimum, permit interstate acquisitions in certain emergency situations. This 
trend continued in 1986. Some of the state statutes discriminate in favor of 
in-state bidders and establish cumbersome procedures but, for the most part, 
they are considered useful in facilitating the disposition of insured banks that 
have failed or that are in danger of failing.

In 19 failed bank situations, the FDIC arranged insured deposit transfers in 
which insured deposits were made available to their owners by transferring 
the accounts to either an existing healthy institution or to a newly formed 
bank. This method is used when a failed bank has substantial contingencies
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and/or an acceptable purchase and assumption transaction for all deposits 
cannot be arranged. The FDIC received $4,014,000 of premiums from the ac­
quiring banks in these transactions.

The FDIC directly paid depositors their insured claims in 21 bank failures 
because neither a purchase and assumption transaction nor an insured deposit 
transfer could be arranged.

In 11 instances involving insured deposit transfers or direct payoff of in­
sured depositors, the FDIC made advance payment to uninsured depositors 
and other creditors averaging 50 percent of uninsured claims.

The number of problem savings banks (including federally-chartered sav­
ings banks insured by the FDIC) declined from 48 in December 1984, to 42 in 
December 1985, and to 27 in December 1986. During 1986, these institutions 
operated in a relatively low interest rate environment which gave them the 
opportunity to restructure their balance sheets and earn money.

As a result of improved conditions in the industry during 1986, 25 of the 
364 FDIC-insured mutuals in existence as of December 1985 converted to the 
stock form of ownership. The total number of FDIC insured savings banks 
increased during 1986 from 364 to 475 due largely to the conversion of 
privately-insured mutuals in Massachusetts to FDIC insurance status.

The net worth certificate program, authorized by the Garn-St Germain 
Depository Institutions Act of 1982, has helped provide time for a number of 
troubled savings banks to restructure their portfolios and return to profitabili­
ty. Depository institutions eligible for the program were those that had suf­
fered earnings and capital losses primarily from mortgage lending activities 
that predated enactment of the Act. The net worth certificate program was 
extended twice by the Congress, but expired on O ctober 13, 1986.

Net worth certificates represent an exchange of promissory notes between 
the FDIC and an insured bank. The FDIC's promise to pay is available to 
meet the demands of depositors and other creditors if the bank is liquidated. 
As of December 31, 1986, the FDIC's net worth certificate program included 
12 institutions with aggregate certificates outstanding of $526 million, down 
from 21 institutions with net worth certificates outstanding of $705 million at 
the end of 1985.
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Legal Division

b y
John C. Murphy  
General Counsel

As a legal service organization, the Legal Division's workload normally 
mirrors that of its principal clients. The Directors of the Divisions of Bank 
Supervision and Liquidation have described elsewhere in this report the 
burgeoning workloads and the many challenges their Divisions faced in 1986.

There was no exception for our Division, either in terms or 
workload or challenges during 1986. As one of my colleagues 
aptly put it, 1986 was a “year of mosts" — the most bank 
failures, the most open bank assistance transactions, the most 
cases in litigation and the most requests for legal assistance at 
any time in the Corporation's history.

The test of a client service organization, I think, is in the 
results it obtains for its clients. By that measure, the Legal Divi­
sion fared well in 1986. W orking closely with our clients, we 
were able to make significant contributions to both the super­
visory and the liquidation programs. Within the Division, these 
results were achieved through the efforts of a talented and 
dedicated staff. Too often, a description of a legal organization 
highlights a m ajor case or a significant transaction and focuses 
on a few individuals. Unlike most legal organizations, our port­
folio of litigation and transactions is unique, not only because 
of the specialized legal issues but also because of the number 
and types of cases. Dealing with these matters truly requires a 
team effort, both with our clients and within the Division. 
Teamwork and dedication were the hallmarks of the Division's 
employees during 1986.

Unlike most law firms, the Legal Division is not located in 
one or a few cities. Our clients operate in a decentralized man­
ner at offices around the country. To meet their needs for legal 
services, we too have decentralized. That process began in 1984 
and continued through 1986. As the year ended, the Division 

had a staff of 744, including 327 attorneys, located at the FDIC's head­
quarters in Washington and at nine regional offices and more than 20 con­
solidated offices nationwide. This represents a dramatic change from the 
beginning of the decade, when more than 80 percent of the Division's 
employees were located in W ashington.

I have described below a number of specific projects that the Division 
undertook in conjunction with, or on behalf of, its clients. These items in­
clude a number of important cases and projects we completed in 1986. From 
my perspective, however, some of the more important developments for the 
Division did not involve specific projects. Instead, they represented advances 
in the way we organize and conduct our operations that, hopefully, will pay 
dividends for the Division and the Corporation in the future. These 
developments fall into three general areas: (i) management and control of 
legal costs, (ii) staffing and (iii) administrative structure and operating pro­
cedures.

Major
Developments 

Legal Costs

The first m ajor area of activity was the management and control of legal 
costs, including outside legal costs, in the face of a caseload of about 28,000 
active cases at year-end 1986. The great m ajority of this litigation arises out 
of the FDIC's receivership and liquidation activities. When an insured bank 
fails, the FDIC as receiver essentially "steps into the shoes" of the failed

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



11

bank. The FDIC becomes the representative of all the failed bank's creditors 
(including uninsured depositors) and shareholders.

As receiver, the FDIC in effect inherits any existing litigation brought by or 
against the bank. Nearly one-third of our active caseload during the year in­
volved bankruptcy proceedings. Depending upon such factors as the size and 
condition of the bank at the time of its closing, the number of matters in 
litigation can range from only a few lawsuits to a hundred or more. Par­
ticularly where claims of fraud or misconduct are raised by persons who con­
ducted business with the bank, the size of claims and litigation against the 
bank can be substantial.

Efforts to manage and control legal costs were pursued on several fronts. 
W e continued to handle additional litigation in-house where it was cost- 
effective to do so. At some offices, such as the consolidated offices in Knox­
ville, Tennessee, Costa Mesa, California, and Portland, Oregon, more than 
50 percent of the active cases are handled solely by FDIC attorneys. Nation­
wide, nearly one-half of the litigated matters are handled by FDIC attorneys 
solely or as part of a joint effort with outside counsel.

The Legal Division works closely with the Division of Liquidation (DOL) 
to assure that, if litigation occurs, it is cost-effective. To monitor our 
caseload and provide information for decisions about litigation, we began im­
plementation of the Case Management System (CM S). Although CM S was 
originally intended as a means to monitor the efforts of outside counsel, the 
large number of cases being handled by FDIC attorneys prompted an expan­
sion of the system. As 1986 ended, we were continuing to complete the data 
for the initial cases in the system, but were already seeing the benefits of 
CM S as a management tool. A related effort involves providing legal analysis 
and information to enable the DOL to reach sound business judgments on 
assets in litigation. In this area, the Legal Division requires all counsel, 
whether inside or outside, to estimate at the outset of a case the likelihood of 
success on the merits, the time to completion and the costs of litigation. With 
larger or more complex cases, case planning and budgeting efforts are more 
detailed. Although these tools are necessarily imprecise, properly utilized they 
improve litigation case management.

A  potentially cost-effective means of facilitating negotiated settlements is 
alternative dispute resolution (ADR). While AD R can involve a number of 
formal or informal techniques, approaches such as mediation or mini-trials 
may result in a faster, less expensive resolution of disputes than does litiga­
tion. During 1986, the FDIC used ADR to resolve its pending case against the 
outside accounting firm for the failed Penn Square Bank, National Associa­
tion in Oklahom a City, Oklahom a. Based upon that and other experiences, 
the FDIC will consider AD R where appropriate in other cases.

The time and effort devoted to legal research has become a costly element 
of legal representation. To avoid duplication of research efforts and to obtain 
the benefits of previous research done for the FDIC, in 1986 the Division re­
established its brief bank. The results of m ajor research projects are placed in 
the brief bank and are available to attorneys representing the FDIC.

Finally, as 1986 came to a close, an ongoing project in the Division was 
preparation of a new Guide for Legal Representation, to be provided to all 
outside counsel. The guide is intended to communicate the FDIC's operating 
policies and procedures, so that our outside counsel will be more effective on 
our behalf.
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Support
of
DBS

Enforcement

Staffing increases were a second m ajor development for the Division in 
1986, due to the significant growth in workload. A  corollary of additional 
staffing is training. A number of training courses were developed specifically 
for the Division's needs, including a basic orientation course for attorneys, 
substantive training for staff members at all levels, management training for 
new managers and various cross-training programs with our clients. Although 
certain of our training efforts were curtailed due to the Corporation's volun­
tary compliance with the Gramm-Rudman-Hollings A ct, continuation of 
training programs will be important in 1987.

Another m ajor area of effort in 1986 related to the development of ad­
ministrative structures and operating procedures. While these subjects are 
neither dramatic nor exciting, they are necessary in order to operate in a 
decentralized, multi-office environment. For example, the Division's new Pro­
cedural Manual and more structured visitation program should enhance na­
tionwide uniformity. These new procedural systems and the organization and 
computerization of the Division's precedent files will yield significant benefits 
in the coming years.

Against the background of these m ajor efforts, I would like to review some 
of the specific issues that the Division handled on behalf of our two major 
clients.

The Legal Division supports the Division of Bank Supervision (DBS) through 
the initiation of enforcement proceedings, participation in the preparation of 
regulations for action by the Board of Directors, review of proposed banking- 
related legislation, negotiating and drafting assistance agreements to avoid the 
closing of FDIC-insured banks, representing the FDIC in litigation arising 
from its supervisory role and providing legal opinions on banking issues.

Enforcement actions in 1986 continued at a heavy pace. A  m ajority of the 
enforcement actions initiated during 1986 were settled by consent agreement. 
Sixteen enforcement proceedings went to administrative hearings in 1986. The 
Board of Directors issued 10 final decisions by year end.

Cease-and-Desist Orders and Actions to Correct Specific 
Unsafe or Unsound Practices or Violations of Law or 
Regulations: 1986, 1985, 1984, 1983

1986 1985 1984 1983

Cease-and-desist orders outstanding
at beginning of y ear— total 361 293 249 106

Section 8(b) 355 284 244 105
Section 8(c) 6 9 5 1

Cease-and-desist orders
issued during y e a r— total 135 186 138 223

Section 8(b) 127 180 125 188
Section  8(c) 8 6 13 35

Cease-and-desist orders
term inated— total 152 111 89 80

Section  8(b) 145 108 84 49
Section  8(c) 7 3 5 31

Cease-and-desist orders
in force at end o f year— total 336 360 293 249

Section  8(b) 334 355 284 244
Section 8(c) 2 5 9 5
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Legislation

Regulation

The most frequently employed administrative enforcement tools to correct 
improper banking practices are cease-and-desist proceedings authorized under 
sections 8(b) and 8(c) of the Federal Deposit Insurance Act. The FDIC may 
also assess civil money penalties under sections 7(a)(1), 7(j)(15), and 18(j)(3) 
of the Act, and terminate deposit insurance under sections 8(a) and 8(p) of 
the Act. In 1986, the FDIC issued 135 cease-and-desist orders compared to 
186 in 1985. Civil money penalties were assessed against 82 officers and direc­
tors in 1986 in 14 actions. Under section 8(e) of the Act the FDIC has 
authority to remove an officer, director or other participant in the affairs of 
an FDIC-insured bank for violation of a law, rule, regulation or final cease- 
and-desist order, or for engaging in unsafe and unsound banking practices or 
breaching his or her fiduciary duty. In 1986 14 8(e) proceedings were in­
itiated, compared to 37 in 1985. Finally, the FDIC may terminate a bank's 
deposit insurance under section 8(a) of the Federal Deposit Insurance Act 
when it is determined that a bank is in an unsafe or unsound financial condi­
tion. In 1986, 59 8(a) proceedings were initiated, compared to 75 in 1985.

Banking legislation in 1986 included three limited extensions of the 
emergency assistance and extraordinary acquisition powers and the Net 
W orth Certificate programs under the Garn-St Germain Depository Institu­
tions Act of 1982. In addition, the M oney Lending Control Act was enacted.

O ther major banking proposals, including deposit insurance reform legisla­
tion and expansion of the emergency powers contained in the Garn-St Ger­
main Act, were not enacted. Also, the Garn-St Germain Act emergency 
powers were allowed to expire without further extension.

The FDIC's Board of Directors adopted eight final rules in 1986. One pro­
posed rule was issued for public comment, and two proposed rules were 
withdrawn.

Part 329 (Interest on Deposits) was totally revised effective April 1, 1986, 
to reflect the deregulation of interest rates occasioned by the expiration of the 
Depository Institutions Deregulation Committee (DIDC), which was establish­
ed in 1980 to preside over the gradual deregulation of deposit interest rate 
ceilings. The FDIC staff worked closely with the staffs of the Board of Gover­
nors of the Federal Reserve System and the Federal Home Loan Bank Board 
in the development and adoption of this rule, with the result that the three 
agencies' regulations are essentially identical.

Effective April 30, 1986, the FDIC amended its regulations to provide 
greater public disclosure relating to change in bank control notices. One 
amendment permits disclosure, upon request, of the acceptance of a Notice of 
Acquisition of Control by the FDIC. Another amendment requires the acquir­
ing parties to publish, in the business section of a newspaper having general 
circulation in the community where the institution's home office is located, an 
announcement of their intent to acquire control of a particular institution.

Another significant regulatory initiative was the adoption, effective June 4, 
1986, of a new Part 353, Reports of Apparent Crimes Affecting Insured 
Nonmember Banks. Under the new regulation, insured nonmember banks are 
required to report to the appropriate investigatory and prosecuting 
authorities, on a prescribed form, criminal violations of the United States 
Code that involve or affect such banks. Robberies, burglaries and non­
employee larcenies, which are already subject to other reporting requirements, 
are exempt from this rule. The report form requirement is intended to assure 
that the information needed by investigators and prosecutors for effective law
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enforcement is provided in an orderly and timely fashion. By receiving a 
copy of the reports, the FDIC will be better able to monitor and to act to 
reduce losses to insured nonmember banks from criminal activity.

O ther final regulatory actions taken during 1986 included amendments to 
Part 308 (Rules of Practice and Procedure), a new regulation, Part 352 (Non­
discrimination on the Basis of Handicap), and amendments to Part 330 
(Clarification and Definition of Deposit Insurance Coverage), Part 303 
(Modification of Cease-and-Desist Orders and Acceptance of W ritten 
Agreements), and Part 304 (Forms, Instructions and Reports). One proposed 
rule to amend Part 337 (Unsafe and Unsound Banking Practices) was issued 
for comment.

Open There have been a number of significant developments in litigation involv-
Bank 
Litigation

ing deposit insurance and open banks brought by and against the Corpora­
tion. In March, the Eleventh Circuit Court of Appeals rendered its decision 
affirming the Board of Directors' decision and orders to cease and desist and 
remove officers and directors in Sunshine State Bank, et. al. v. FDIC. In 
June, the court also denied Sunshine's petition for rehearing and hearing en 
banc. In addition, the FDIC has been successful in obtaining Court enforce­
ment of several outstanding cease and desist orders.

Finally, in U.S. v. Lem aire the FDIC joined with the O ffice of the Comp­
troller of the Currency to obtain a temporary restraining order and 
preliminary injunction to enforce Section 91 of the National Bank Act, to 
prevent a judgment creditor from prematurely executing upon a S69 million 
state trial court judgment against M Bank Abilene, N .A . before all appeals 
had been exhausted.

Support
of
DOL

Closed
Bank
Litigation

From time to time claims for insurance coverage arise out of bank failures, 
with resulting litigation involving the FDIC. A significant development in this 
arena was the Supreme Court's ruling in favor of the FDIC in the 
Philadelphia G ear  case, which arose out of the closing of Penn Square Bank, 
National Association in Oklahom a. The case involved an unfunded stand-by 
letter of credit which the plaintiff asserted was an insured deposit. The plain­
tiff prevailed in both the District Court and the Court of Appeals, but the 
Supreme Court reversed, holding that the unfunded letter of credit was not a 
deposit and hence not insured.

Another significant deposit insurance case was the so-called "yellow cer­
tificates" case which arose out of the closing of Golden Pacific National Bank 
in New York. That case involved 517 million worth of unbooked liabilities of 
the bank, some (but not all) of which were asserted to be insured deposits. 
The FDIC sought judicial resolution as a means of expediting these questions. 
On September 11, 1986, the United States District Court for the Southern 
District of New York held that 290 of the 363 Golden Pacific Yellow Cer­
tificates outstanding constituted insured deposits. The remaining 73 have not 
been submitted for payment. Hence, no decision has been reached on the lat­
ter claims.
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Division of Liquidation

by
James A. 
Director

Davis
During 1986 the Division of Liquidation (DOL) was called upon to cope with 
the greatest number of bank closings since the FDIC began operation in 1934. 
O f these, 98 were handled by deposit assumptions and 21 were 
deposit pay-offs. Nineteen failures were resolved by transferring insured

deposits to operating banks. The Division provided insurance 
protection to depositors of failed banks for deposits of $6 billion 
during 1986 and acquired $3.5 billion in assets from failed 
banks. During the course of the year, the Division's collection 
activities resulted in a gross cash inflow back to the receiver­
ships and the FDIC of about $2.5 billion. The 138 closings of 
1986 came on the heels of a record number of 116 bank failures 
in 1985, up from 78 in 1984. This increase in the number of 
closings is in clear contrast to an average of about ten closings 
per year through most of the post-war period. (See chart on 
page 16.) While growth in most private businesses is considered 
beneficial, in the liquidation business it is a reflection of the 
troubled times facing certain sectors of the econom y. And when 
growth is uncontrolled, as it is in this case, it presents unique 
management challenges. I believe the Division of Liquidation of 
the FDIC is meeting these challenges successfully.

In 1986 the Division was able to both handle a record 
number of bank closings and also achieve a record dollar 
amount of collections from the assets under its control. To a 
large extent these successes can be attributed to the individuals 
who have so loyally and tirelessly served the FDIC. Once again, 
locally-hired employees were critical to our success. When a 
bank fails, the FDIC hires employees of the failed bank, retirees, 
and other individuals in the local area who have worked in the 
financial sector. These individuals assist us in liquidating assets 
until the m ajority of the failed bank's assets are sold. During

1986, the FDIC hired an additional 1,000 local employees, increasing our 
year-end total local workforce to approximately 3,700. In addition, DOL ex­
panded its permanent workforce by adding new field liquidators and regional 
office staff, bringing the total from about 675 at the beginning of the year to 
approximately 830 at the end of 1986. In addition to the dedicated efforts of 
DOL employees, the Division has been actively supported by employees of 
the FDIC's Legal Division and the Division of Accounting and Corporate Ser­
vices. W ithout their assistance, we would not have been able to perform as 
well as we did. In addition to its own employees, the FDIC employs 
numerous outside contractors. These include appraisers, property managers, 
consultants, and a host of other contractors who have provided us with 
valuable services that aided us in achieving collections on the assets under 
our control.

W ith the increased growth in the liquidation activities of the FDIC, we 
have put in place management initiatives aimed at gaining increased operating 
efficiencies as well as an improved level of internal controls. Both of these ef­
forts bore fruit in 1986. The ratio of total expenses associated with liquida­
tion activities to cash collected declined 10 percent during the course of 1986 
from $0.21 for each dollar collected during the first quarter to $0.19 for the 
fourth quarter. In 1984 DOL introduced an Internal Visitation Program, con­
ducted by Division employees, aimed at providing site managers with an
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Field
Organization

evaluation of their operation as well as suggestions for improvement. These 
visitations review all facets of Division procedures, both Credit and Opera­
tions. This program has yielded returns in operating efficiencies as well as im­
proved audit findings, especially with respect to internal controls. These 
improvements, as well as the soundness of our operating procedures, have 
been independently verified by the FDIC's O ffice of Corporate Audits and In­
ternal Investigations. The U .S. General Accounting Office also independently 
reviews our operations and policies and has not issued any negative reports.

Insured Bank Failures, 1934-1986
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In addition to its mission of recovering funds on the assets we acquire from 
failed banks, the Division also is responsible for seeing that the public has ac­
cess to its insured deposits as soon as possible after a bank fails. In the 
typical case, when an assuming bank is found, deposits are available almost 
immediately. However, if the FDIC has to pay depositors directly, the time 
period is stretched and may take three to four days. As the result of new 
automated systems and procedural changes, the Division developed and im­
plemented the capability to begin paying depositors at small failed banks 
(those with less than 15,000 accounts) within two days.

During the past several years, DOL has implemented several organizational 
changes that have enabled us to deal with the rapidly changing environment 
we face. Primary among these has been the decentralization of decision­
making from Washington to the field. In 1983 the original five regional of­
fices located in Atlanta, Chicago, Dallas, New York, and San Francisco were 
opened. A sixth regional office was opened in Kansas City in 1985. These 
regional offices, operating with significant delegated authority, are responsible 
for supervising the liquidation activity within their regions. In addition to the 
regional offices, several large consolidated liquidation sites have been opened 
in each region. These sites, each with several hundred employees, are
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Asset
Management

Asset
Marketing

responsible for liquidating the assets out of a number of failed banks within 
the general geographic area of the consolidated office. W ith the establishment 
of regional offices and consolidated sites, the Division has been able to decen­
tralize decision-making and delegate considerably more authority to the field. 
As a result, decisions are made in a more timely and cost-effective manner. 
O nly about 2 .5  percent of all credit actions taken by the Division during 
1986 had to be approved in the Washington Office.

In response to changes in regional economies and the resulting increase in 
bank failures in certain states, we have realigned the states that are assigned 
to various regions. Iowa and Minnesota were transferred from the Kansas 
City Region to Chicago; Louisiana was transferred from Dallas to Atlanta; 
New M exico was transferred to San Francisco. These changes will better 
enable the respective regions to continue to handle bank closings efficiently 
while also spreading the workload among the regions.

In dealing with an ever increasing number of bank closings and the atten­
dant rapid increase in assets, the Division strived to achieve improved asset 
management and increased cost effectiveness. In meeting these goals greater 
reliance has been placed on the use of automation. The Liquidation Asset 
M anagement Information System (LAMIS) continued to be under develop­
ment during 1986 and several offices have had their assets converted to this 
system. W ith LAM IS we will have an integrated set of automated systems 
that will provide support for our collection and loan servicing activities and 
provide management reporting capabilities.

In addition, the Division of Accounting and Corporate Services has 
developed an Asset Marketing System that greatly enhances the Division's in­
vestor profile and portfolio pricing capabilities. This system enables us to 
maintain an automated investor profile which contains information about ap­
proximately 1,500 potential purchasers of loan packages. W e will be able to 
monitor purchases, bids and other related information as well as have the 
capability to assemble portfolios, identify prospective purchasers and, in an 
automated environment, produce marketing inform ation. The system also will 
provide the capability for pricing a loan portfolio on either a dollar or yield 
basis.

In dealing with our increased volume of assets, the Division aggressively 
moved forward with its asset marketing programs. During 1986, the asset 
marketing staff closed 196 sales comprising approximately 129,000 loans with 
an aggregate book value of $342 million. These packages ran the gamut from 
good quality performing mortgage loans to those that were totally non­
performing and had been charged off by the failed bank. O ur sales ranged in 
size from very small agricultural loan portfolios of less than ten loans to
90,000 accounts out of the insurance premium funding department of a failed 
bank. Through the use of asset marketing we have been able to increase our 
collections and at the same time transfer assets back to the private sector in a 
cost-effective manner.

Clearly one of the areas hardest hit with economic problems has been the 
agricultural sector, which in turn has given rise to 59 bank failures in 1986.
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Agricultural
Initiatives

To deal with the assets we acquire from these failures, as well as the trauma 
to a small community that results from the failure of its bank, the FDIC has 
undertaken several initiatives. The Division has introduced an Agriculture 
Credit Manual. It addresses those policies that are unique to farm credits and 
provides a body of information about agriculture for our field personnel.
This manual was revised and updated in 1986 to further enhance the respon­
siveness of our field personnel to the needs of farm communities. The Divi­
sion has continued to hold town meetings in agricultural communities to 
better communicate to the public our policies as well as to provide a greater 
understanding of what will happen as a result of bank failure. These meetings 
are attended by representatives of Farmers Home Administration, the FDIC, 
the assuming bank and elected officials.

The FDIC in conjunction with the Farmers Home Administration (FmHA), 
undertook two programs to benefit farmers. The two agencies entered into an 
agreement that enabled FmHA to provide support to farmers impacted by a 
bank closing.

Under this program, FmHA provided teams of personnel to evaluate loans 
in failed banks shortly after the closing and to provide letters of intent to 
guarantee loans for the 1986 crops. This program enabled some farmers to 
more readily obtain financing for their new crops than otherwise would have 
been available. The FDIC, for its part, provided records to FmHA as well as 
agreed to subordinate our lien positions to new lending needed for the 1986 
crop. In addition to this program, FmHA and the FDIC have initiated a pilot 
program in Nebraska. FmHA would provide guarantees on packages of 
agricultural loans that FDIC would sell at a discount to banks and other len­
ding institutions. Under this program, FmHA reviews the portfolio and in­
dicates the dollar amount of guarantee it is willing to provide. These loans 
are then offered for sale with the highest qualified bidder purchasing the loan 
and thereby taking over the creditor relationship with the farmer. Based on 
the success of this program, it may be expanded nationwide in 1987.

In September 1985 the Division took over from DBS responsibility for the 
investigation of potential bond claims, directors' and officers' liability claims, 
accountants' liability claims and any other claims in need of investigation. 
These investigations are conducted by staff under the supervision of each of 
the regional offices. The findings are distilled and provided to the Legal Divi­
sion which utilizes this information in filing claims and any subsequent litiga­
tion. The investigative units, during 1986, pursued approximately 104 bond 
claims, 275 directors' and officers' liability claims, and 33 accountants' liabili­
ty claims having an aggregate potential recovery value in excess of $480 
million.

O ther initiatives have revolved around the introduction of new Credit and 
Operations Manuals for the Division. These manuals have helped clarify 
policies and served as useful training tools for new employees. A new Core 
Training Program was introduced in 1986 and is being offered in each of the 
FDIC's regions. This program represents a significant advance over our 
previous training efforts.

DOL has been overseeing the liquidation activities involving assets of Con­
tinental Illinois National Bank and First National Bank and Trust Company 
of Oklahom a City. As part of the assistance transaction with Continental and
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the purchase and assumption transaction with First Interstate of Oklahoma 
City (which assumed First National's deposits), the banks act as agents for the 
FDIC in liquidating assets we acquire as part of these transactions. The DOL 
has oversight responsibilities with regard to the actions taken by both agent 
banks and maintains staff on premises at both locations. These oversight 
teams review, ex post, the action of the agents to assure the FDIC that the 
assets are being liquidated so as to maximize recoveries.

In addition to its liquidation activities, staff of the Division have been in­
volved in meetings with agricultural and other groups interested in the FDIC's 
policies and initiatives. Senior Division management provided testimony to 
congressional and state legislative committees. We also, at the request of the 
Governor of the State of Maryland, provided technical advice to the 
M aryland Deposit Insurance Fund regarding its liquidation activities on behalf 
of the receivership of Old Court Savings and Loan Association. The Chicago 
Regional Office assisted the Museum of Science and Industry in Chicago in 
assembling items for an exhibit on petroleum.

This has been a challenging year. The Division was faced with many trying 
and difficult situations but thanks to the dedicated efforts and the long hours 
put in by staff, at all levels, we have been successful in efficiently carrying 
out our mission of assuring that the depositors of failed banks have maxi­
mized recoveries from liquidations and receiverships under our control.
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Division of Accounting and Corporate Services

by  As the number of bank closings placed heavier demands on the FDIC in
Stanley J. Poling 1986, the Division of Accounting and Corporate Services (DACS) responded 
Director increasing its financial, accounting, automation, and corporate support

services.
We experienced an unparalleled demand in 1986 for corporate ser­

vices such as procurement and maintenance of Corporation proper­
ty, facilities and supplies, contracting, office automation, voice 
communication systems, building and personnel security, mail 
handling, transportation, library and publications, graphic design, 
and printing.

We accelerated and expanded our building and facilities manage­
ment program to provide work space for new employees and equip­
ment. Systems and procedures for the procurement, management 
and distribution of supplies, and contractual services were improved 
to meet demand. In addition to the growth in the Corporation's 
staff and responsibilities, the rapid changes in technology over the 
past few years have required major changes in communication and 
office automation programs. The objective of such changes is to 
plan and install systems that will respond to the Corporation's 
evolving needs over the next five to ten years.

The A T& T System 85 voice/data communications system was in­
stalled in the Washington offices in early 1986. We are now exten­
ding the System 85 to the regional offices, testing the system's data 
transmission capabilities, and exploring the potential for future in­
tegration of all FDIC voice/data applications into one communica­
tions system network.

We continued to test new word processing applications and equip­
ment to provide corporate-wide word processing (WP) support to 

operating divisions through our W P center and W P acquisition program. In 
addition, we conducted extensive tests this year of a minicomputer system 
and analyzed regional and field applications to identify those appropriate for 
processing on minicomputer systems. Our goal is to determine the ap­
propriate mix of microcomputer, minicomputer, and W P systems for our field 
offices and to assist regional offices and consolidated liquidation sites in stan­
dardizing and sharing programs and applications for such systems.

We were extensively involved in completing the consolidation of DBS 
regional offices and also in the creation of D OL area offices in six major 
cities, thus completing a plan approved in 1984 that totally realigned field 
operations. Housing field operations for D A CS and the Legal Division in the 
same location was a logical follow-up to ensure that DBS and DOL received 
timely support for their activities. The centralization of resources also was 
designed to improve communications among divisions and enhance their abili­
ty to deal with examination and liquidation activities.

Regional offices were completed in 1986 in Atlanta, New York, Chicago, 
Dallas, Kansas City, and San Francisco. We provided site selection, lease 
and/or purchase negotiations, design and construction services, and fur­
nishings for all offices.

A considerable portion of our efforts in 1986 were directed to planning the 
long-term space requirements of the FDIC's Washington area operations. We 
anticipate our plans for the headquarters operations will be approved by 
Board action early in 1987.
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Assessments
and
Financial
Operations

Corporate
Accounting

Assessments in 198& amounted to S i . 6 billion, the largest amount ever col­
lected, from approximately 14,800 banks. As a result of auditing 42 of the 
largest (in terms of domestic deposits) 300 banks, we collected an additional
S8.0 million. Within the next several years, we hope to increase the number 
of banks audited each year. We also plan to expand the range of banks 
audited to include the largest 500 banks, which hold approximately 65 per­
cent of all domestic deposits and over 80 percent of all deposits in insured in­
stitutions.

Financial operations were profoundly impacted by systems gains this year, 
primarily in the new integrated Financial Information System. We also began 
preparing for the new payroll system contracted out to the U.S. Department 
of Agriculture National Finance Center, which will begin processsing the 
FDIC payroll in April of 1987.

The increase in bank closings raised the Corporation payroll from 7,125 to 
8,817 employees during 1986, and financial transactions processed continue to 
balloon in number. In support of the consolidation of our field offices, the 
relocation of 700 employees was accomplished. As part of our ongoing pro­
grams, we administered travel voucher audit seminars and participated in 
special seminars for new field liquidators.

We continued to provide the accounting framework for classifying, recor­
ding, and reporting the financial transactions of the Corporation. While ac­
ting in our corporate and liquidating agent capacities, we ensured the control 
and protection of corporate assets and the deposit insurance fund.

During the past eight years, the record number of bank failures, growth in 
reporting requirements, and requests for financial assistance have increased 
both the volume and complexity of our accounting and financial operations. 
To meet our growing responsibilities in a professional and cost-effective man­
ner, we have initiated or taken the following steps to implement several new 
programs, some of which involve a cooperative effort with other divisions:

— Establishment of a new automated Financial Information System (FIS), 
which has enhanced our ability to control and report both the corporate 
and liquidation accounting and financial activities.

—The decentralization of liquidation accounting functions (previously per­
formed at the Washington headquarters) to the regional offices and con­
solidated sites.
— The development of new accounting procedures manuals covering ac­
tivities conducted in both Washington and the field units.
— The identification of new areas or functions requiring greater attention, 
and the implementation of appropriate activities to improve operations 
(e.g., training and development programs for Washington and field person­
nel to promote standardization and uniformity throughout the country; the 
use of automation in the field to provide better controls; and the expan­
sion of the tax manager's office to address increased tax responsibilities in 
the field).
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Bank
Financial
Reporting

The collection and verification of Call Report information submitted by 
banks continued to be a high priority activity. To assist bank personnel in 
the preparation of the Report of Condition and the Report of Income forms, 
we conducted seminars for representatives of approximately 3,000 banks. Na­
tionwide Call Report training was also administered for an estimated 1,300 
FDIC, Office of the Comptroller of the Currency, Federal Reserve System, 
and state bank examiners.

In cooperation with DBS, we launched a program to identify banks that 
repeatedly file inaccurate Call Reports. As part of this effort to improve the 
quality of information received, we are reviewing the need to fine banks for 
inaccurate reporting. To speed the information gathering process, we are also 
exploring the feasibility of using outside vendors to collect Call data elec­
tronically.

Disclosure of industry structure and performance data remained a high 
priority activity, too. By moving routine disclosure functions to the DACS 
section collecting the information, w e  improved our ability to respond to re­
quests for public information such as Uniform Bank Performance Reports and 
Call Report files. The Corporation also endorsed a proposal advanced by the 
Federal Financial Institutions Examination Council (FFIEC) that would involve 
the transfer to an outside vendor of the responsibility for processing the 1986 
Trust Assets files and producing the corresponding publication. If adopted, 
such a transfer could reduce the time required to compile and publish Trust 
Asset statistics.

The continued growth of Corporation responsibilities at a time when deficit 
reduction measures are restricting expenditures required a fundamental 
restructuring of the FDIC budget process. The main thrust of the changes 
called for enlarging the scope and accuracy of the budget by quarter as well 
as by year. In addition to providing better controls, budgeting by quarter 
also enables the Corporation to respond more easily to information requests 
from the Office of Management and Budget, General Accounting Office, 
Congressional Budget Office, and the Department of Treasury, which (unlike 
the FDIC) budget by fiscal rather than calendar year.

Aside from the internal operations budget, FDIC is now forecasting total 
Corporate cash flows for future years, including the full impact of projected 
bank failures.

Computer
Technology

To meet the Corporation's growing computer services needs, we acquired 
new and more sophisticated technology in 1986. We completed the first of a 
two-part system upgrade by installing an Amdahl 5880 central processing unit 
(CPU). This unit will be replaced early in 1987 with the more advanced 5890 
CPU. The addition of the new CPU and disk space doubled our storage 
capacity, which helped us to meet a 33 percent rise in computer usage. At the 
end of 1986, we also added a new extended architecture operating system to 
our configuration, allowing further expansion of our computer memory.

Our teleprocessing network expanded in 1986 to include DOL consolidated 
offices, and we initiated steps to redesign the data network to cope with in­
creased volume from regional and consolidated offices. Also, we adopted a 
new schedule for our computer center, which now operates 24 hours a day, 
Monday through Friday, and 16 hours on Saturday.Digitized for FRASER 
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Interest continued to grow in the use of microcomputers as a management 
tool. Training courses were developed for 70 W ashington Office and field ex­
ecutives in microcomputer applications and system software. We continue to 
study high-speed methods of transferring data between microcomputers and 
the mainframe computer; evaluation results will be available in early 1987. 
Throughout the year, we served as a clearinghouse for microcomputer hard­
ware and software testing, acquisition, and training.

System development activities were primarily devoted to supporting li­
quidation and financial services. The Liquidation Asset Management Informa­
tion System (LAMIS) will be used by liquidators and accountants throughout 
the country to manage assets acquired by the Corporation at bank closings.
In addition to daily asset administration, LAM IS has been designed to pro­
vide corporation-wide management reporting and decision support capability. 
During 1986, LAM IS began operation as a production system in the New 
York Regional O ffice, and conversion to the system began at consolidated 
sites in New York, Denver, and Des Moines.

Also being developed for DOL, the Secondary Marketing Asset Pricing 
System (SM APS) has the capability to give secondary marketing specialists 
access to the entire liquidation data base, whether the assets are being ser­
viced by LAMIS or another service. In addition, an investor profile data base 
is being established for SM A PS, which will show and measure investor in­
terest. Begun in 1986, SM A PS will be complete in the second quarter of 1987.

In early 1986, the Financial Information System (FIS) began controlling all 
the Corporation's public payments, maintaining budgets and general ledgers, 
and producing financial reports. The corporate general ledger and approx­
imately 500 individual bank ledgers were maintained through FIS in 1986.

O ther systems completed in 1986 include the Capital Asset Quality Earn­
ings Liquidity (CAEL) Subsystem and the Legal Case Management System. 
The CAEL Subsystem of the Extended Monitoring System monitors incon­
sistencies between a commercial bank's Call-derived financial ratings and 
those received at its most recent examination. The on-line Legal Case 
Management System enables Washington O ffice and regional Legal Division 
staff to monitor about 36,000 legal cases initiated by or instituted against the 
Corporation.

M ajor effort was also devoted to three new systems that will become 
operational in 1987: the Application Tracking System, the D BS Training 
Center System, and the Enforcement Action System.

Developed to capture and maintain bank/branch application information, 
the Application Tracking System will permit data entry in Washington and 
D BS regional offices and reporting capability for a wide variety of users. The 
DBS Training Center System will maintain such data as course information, 
class rosters, and lodging reservations for classes held at the D BS Training 
Center and in other parts of the country. The Enforcement Action System 
will track and provide a historical record of enforcement actions from initia­
tion to completion.

Maintenance of many previously created computer systems continued 
throughout the year. For one of our most voluminous maintenance com ­
mitments, the UBPR, we renegotiated the contract. As a result, the Corpora­
tion will receive a larger reimbursement from other FFIEC agencies receiving 
editions of the UBPR.
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Division of Research and Strategic Planning

b y  The Division of Research and Strategic Planning (DRSP)

D/reetor * 1 ^  provides staff support to the Board of Directors and to other
FDIC divisions and offices, primarily on econom ic and finan­
cial matters. D R S P  studies are used in the legislative, 
regulatory and administrative activities of the Corporation 
and focus principally on current and emerging issues, 
monitoring of econom ic and financial developments and 
analysis of policy alternatives.

D R S P  has had a significant involvement in many of the 
m ajor policy and operational issues faced by the FDIC. This 
Division is represented on an internal committee that is con­
cerned with contingency planning for large, problem-bank 
situations. In this connection, D R S P  staff participate in struc­
turing and negotiating the assisted acquisition of large failing 
banks. Additionally, D R S P  staff has provided assistance in 
pricing and evaluating several proposed acquisitions of 
troubled savings banks and in renegotiations of existing 
agreements. It had a significant role in pursuing alternative 
approaches to returning Continental Illinois Corporation to 
private ownership.

D R S P  staff has participated in drafting congressional 
testimony and speeches delivered by the Chairm an and other 
senior officials. The Division took the lead in drafting 
testimony in several areas, including deposit insurance 
reform. The Division also played a m ajor role in the 
development of FDIC policy on direct assistance to failing 
banks and other aspects of handling bank failures.

Research
Activities

The Division studies a variety of issues that relate directly and indirectly to 
FDIC activities. Matters relating to the causes of bank failures always have 
been important to the FDIC. Because the increase in bank failures has been so 
closely related to weaknesses in specific industries and concentrated in 
selected parts of the country, several research projects in 1986 focused on per­
formance and prospects for oil and gas, agricultural problems and real estate 
problems. In addition, a close look at the economies of several of the most 
vulnerable states, particularly Texas and Oklahoma, was undertaken.

In response to a request from the Senate Committee on Banking, Housing 
and Urban Affairs, Division staff analyzed the effect of the farm crisis on 
financial institutions primarily engaged in agricultural lending and possible 
legislative remedies related to the farm-debt problem. The study also examin­
ed the impact of the farm-debt problem on commercial banks and provided 
some estimates of the number of agricultural bank failures in different loan- 
loss scenarios. The policy implications suggested by the study's findings 
subsequently were reflected in both the bank-reporting changes announced by 
the FDIC in 1986 and the capital forbearance program initiated by the FDIC.

Sectoral weaknesses, deregulation and a generally more competitive en­
vironment have contributed to some deterioration in bank performance in re­
cent years. Division studies have closely tracked bank earnings and the causes

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



25

of earnings deterioration, particularly among small banks. Studies undertaken 
in 1986 suggest that sectoral weaknesses appear to explain a large share of the 
earnings deterioration at most small banks, although competitive factors ap­
pear to explain a larger share of the weakness of banks chartered in recent 
years. Weaknesses have been more pronounced in banks in the western half 
of the nation, as profitability has been impaired by growing asset-quality pro­
blems. The recent high levels of problem and failed banks have been almost 
wholly attributable to western banks.
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Because of the importance attached to the development of a workable risk- 
related deposit insurance premium system, research efforts in this area con­
tinue. One D RSP study in 1986 discussed the issues involved in developing 
and implementing a system of risk-related premiums for deposit insurance 
and presented and explained the FDIC's proposal. A second study surveyed 
the issues and the literature concerning risk-related deposit insurance. The 
Corporation's proposal is still very much in the discussion stage and, as such, 
is open to further revision.

During 1986, D RSP staff kept abreast of developments related to another 
important regulatory initiative — the supplemental adjusted-capital proposal 
released for public comment early in the year. The first of several studies 
summarized the proposal and presented preliminary estimates of the new 
adjusted-capital measure. Another study provided an overview of the growing 
phenomenon represented by off-balance sheet activities, noting that a clear 
determination of the risk of off-balance sheet activities cannot be made 
because of limited data on these activities. Changes in reporting requirements 
would be needed to address this problem.

Economic developments affecting banks were examined in other D RSP 
studies. One study evaluated the potential impact of the Tax Reform Act of
1986 on the banking industry, particularly the elimination of the reserve 
method of accounting for loan losses. A second analyzed the extent, causes 
and significance of the growth of debt in the United States, a subject which 
recently has attracted considerable attention.
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Research
Publications

Several D RSP studies in 1986 dealt with structural changes in the banking 
industry. Bank geographic expansion authority was the subject of one in- 
depth study. The changing role of banks and other private financial institu­
tions was explored in a separate study, which found that the banking in­
dustry's direct role in domestic financial markets has declined substantially. 
Potential changes in the banking environment stemming from efforts to 
liberalize bank powers are currently being studied along with the myriad 
issues raised by the Glass-Steagall Act.

M any of the Division's analyses are reported in publications that are 
distributed widely both within and outside the FDIC. The Regulatory Review , 
a bimonthly publication of the Division, contains reports on regulatory, 
legislative, and marketplace issues and developments of significance to 
depository institutions and their regulators. Each edition has two parts. The 
first consists of in-depth analyses or reports on one or two m ajor issues or 
developments. The second is a regular feature — Legislative and Other 
Developments — covering the following areas: interstate banking, new pro­
ducts and powers, supervision and regulation, and significant topical 
developments.

The Banking and Econom ic Review , which is a bim onthly publication of 
the Division, contains articles on a broad range of topics. Analyses of condi­
tions and trends within the banking industry, as well as articles on emerging 
banking issues, are regular features. In addition, analyses of industrial perfor­
mance, and regional economic and financial developments that affect the 
banking industry appear as appropriate.

During 1986, the Division gained m ajor new responsibilities in the area of 
publications and disclosure. The Division has assumed responsibility for 
establishing the content requirements for the FDIC's two annual statistical 
publications, the Statistics on Banking  and the Sum m ary o f  D eposits Data 
B ooks. Concom itant with this responsibility is the development of statistics 
characterizing the banking industry that are used by the FDIC to respond to 
public information requests. The Division is providing additional statistical 
analysis support to Corporation projects, as well as developing statistical pro­
files of national, regional and state banking sectors for staff use and to enable 
ready response to information requests from outside the FDIC.

A new quarterly statistical release, the Q uarterly Banking Profile, will be 
available beginning in 1987. It will provide aggregate condition and income 
data for all FDIC-insured commercial banks as well as a brief discussion and 
graphics highlighting significant developments and trends in the banking in­
dustry. The condition and income data presentation will provide aggregate 
dollar amounts for balance sheet and income statements for the most recent 
quarter, the previous quarter and for the year earlier quarter. Those items 
that best reflect the fundamentals of the industry will be presented in a 
fashion that is easy to read and that facilitates the identification of trends. 
Commercial banks will be separated according to asset size and geographic 
region. The industry profile will reflect the analytical ratios most commonly 
employed to describe banks. The FDIC's objective in producing this publica­
tion is to provide aggregate industry data on a more frequent and timely 
basis with an eye towards enhancing the general understanding of 
developments within the industry.
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Additional products are under consideration. The FDIC recognizes the 
public's growing interest in the Corporation's role and operations, and D RSP 
will be working with other offices within the FDIC as well as with concerned 
parties outside the Corporation to evaluate disclosure needs and develop new
products.

In 1986 in-depth analyses and reports on the following topics appeared in
the D ivision 's publications:

Preliminary Estimates of Proposed Supplemental-Adjusted-Capital Measures

A Summary of Comments on the Proposed Supplemental-Adjusted-Capital
M easure

O ff-Balance-Sheet Activity: A Growing Concern 

Developing a Proposal for Risk-Related Deposit Insurance

A Survey of the Issues and the Literature Concerning Risk-Related Deposit
Insurance

A  Case for D epositor Preference

The Outlook for Oil and Natural Gas Prices 

Agricultural Conditions and the Prospects for Farm Banks 

Economic Conditions in Louisiana, Oklahom a, and Texas 

The Role of Federal Regulation in the Natural Gas Industry 

M acroeconom ic and O ther Developments 

The Growth and Significance of Debt in the U .S.

Tax Reform and its Effects on the Banking Industry

Banks and Tax-Exempt Securities in the New Tax Environment.

The Changing Role of Banks and O ther Private Financial Institutions 

Commercial Banks: An Endangered Species?

Bank Geographic Expansion Authority 

Interstate Banking — An Update

Problem Loans at Insured Commercial Banks 

Commercial Bank Performance in 1985

Declining Profitability at Small Commercial Banks: A Temporary Develop­
ment or a Secular Trend?

Interest Rate Deregulation and Its Impact on the Cost of Funds at Commer­
cial Banks

Banks' Changing Role in International Finance 

Activities of U .S. Banking Organizations Abroad 

The U .S. Trade Imbalance: Recent Developments
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Corporate Support Offices

Standing
Committees

Office of the
Executive
Secretary

The bylaws of the Federal Deposit Insurance Corporation give the Board of 
Directors authority to establish standing or special committees and delegate 
certain authority to those committees. These committees are comprised of 
senior FDIC officials and in some cases are chaired by one member of the 
Board of Directors.

During 1986 the Management Group served as the forum for discussion of 
emerging policy, budget and regulatory issues. The heads of the FDIC's major 
operating units, including key offices, are members of the Management 
Group. It is chaired by FDIC Chairman L. William Seidman.

The Board of Review makes recommendations to the Board of Directors or 
exercises delegated authority concerning regulatory and supervisory matters 
such as insurance applications and merger actions, administrative enforcement 
proceedings and requests from banks for regulatory exemptions. During 1986 
the Board of Review was chaired by Director (Appointive) C .C . Hope, Jr. Its 
membership included the heads of the Divisions, the deputies to the two 
FDIC Directors and the Assistant to the Deputy to the Chairman.

The Budget and Management Committee provides oversight with respect to 
budgeting, staffing and corporate automation. It is chaired by the Director 
(Appointive) and its members include the deputies to the three members of 
the Board of Directors, the directors of the Divisions, and the director of the 
Office of Corporate Audits and Internal Investigations.

The Liquidation Committee reviews the Corporation's liquidation activities 
and, under delegated authority, acts upon recommendations relating to the 
disposition of major assets and other receivership activities.

It also makes recommendations to the Board of Directors concerning li­
quidation and receivership activities if final decisionmaking authority has 
been reserved by the Board of Directors. The Liquidation Committee was 
chaired by Director Hope during 1986. Its members included the Assistant to 
the Deputy to the Chairman, the deputies to the two FDIC Directors and the 
directors of the Divisions.

The Audit Committee oversees the internal audit program executed by the 
O ffice of Corporate Audits and Internal Investigations (OCA II). It advises the 
Chairman's Office with respect to FDIC audit activities and recommends 
changes to internal control systems based on the conclusions of audit reports 
prepared O CA II. The Audit Committee is chaired by the Assistant to the 
Deputy to the Chairman. Its members are the deputies to the two directors.

The primary function of the Office of the Executive Secretary (OES) is to 
act as corporate secretary for the FDIC by giving public notice of all meetings 
of the Board of Directors, recording all votes and the minutes of all meetings, 
and safely keeping corporate records. The Office maintains a comprehensive 
index to all official actions taken by the Board of Directors and by commit­
tees and officers of the FDIC exercising authority delegated by the Board of 
Directors. This index has been automated since 1984, and will eventually 
reference all minutes of the Board and delegated authority actions since the 
Corporation's establishment.

O ES has been directly impacted by the FDIC's expanded activity. In 1986, 
the Office performed secretarial functions for 119 Board meetings and 152 
committee meetings.

Extensive use of the FDIC's administrative enforcement authority also has 
increased the O ES's responsibilities. The O ES staff reviews the relevant legal
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Office of
Corporate
Communications

documents, prepares transmittal correspondence, establishes and maintains 
docket files and responds to inquiries from bank and FDIC counsel regarding 
the status of cases. In 1986, 229 enforcement proceedings were formalized. 
Because of the increase in the number of administrative enforcement actions, 
the OES participated in a corporation-wide effort in 1986 to establish a com ­
puter tracking system for these cases. The system is expected to be in opera­
tion during 1987.

The Executive Secretary's office also coordinates compliance with the 
Freedom of Information Act (FOIA) and Right to Financial Privacy Act. The 
increase in supervisory and liquidation activities has produced a correspon­
ding increase in FOIA requests. In 1986, the FDIC received 800 FOIA re­
quests. In order to keep up with its growing workload, OES is establishing a 
computer tracking system for these requests that will begin operating early 
next year.

The Office also performs all editorial work on the FDIC's loose-leaf repor­
ting service on banking laws and FDIC rules and regulations. In order to pro­
vide prompt and accurate updates, OES has been reviewing the possibility of 
providing the service on-line to FDIC employees and to insured banks.

The Executive Secretary serves as the FDIC's Ethics Counselor and, as 
such, is responsible for management of the Corporation's ethics program. The 
Ethics Office reviews financial disclosure reports and confidential statements 
of employment and financial interests filed by FDIC employees. The Ethics 
Office also develops training programs on standards of conduct and ethics 
matters.

The nature of the ethics program has changed drastically since 1984. In the 
period from 1981 to 1986, the number of employees required to file personal 
financial statements increased by 233 percent, or from 1,507 to 5,020. To 
meet this increased workload, the ethics program has been partially decen­
tralized, with some 84 Deputy Ethics Counselors being appointed in the 
regional and Washington offices to assist in the review of financial 
statements. In addition, an automatic logging system tracks all employees re­
quired to file confidential reports to ensure the timely submission of 
statements.

Finally, OES coordinates the Corporation's compliance with the Paperwork 
Reduction Act of 1980. In 1986, the FDIC achieved a net reduction of 22,065 
hours of reporting burden on banks in connection with submitting informa­
tion to the FDIC. This reduction met the target of 22,000 hours set by the 
Office of Management and Budget. During the year, approximately 15 per­
cent of insured commercial banks submitted computer-generated Call Reports, 
with an estimated savings in time of four hours per bank per quarter. The 
FDIC is studying the possibility of electronic transmission of Call Reports and 
other technological advances to reduce the reporting burden on banks.

The Office of Corporate Communications is responsible for responding to 
requests for information from the public and the news media concerning the 
FDIC's operations and the status of the insurance fund. The record number of 
bank failures and problem banks during 1986 caused an upsurge in every area 
of the work of the Corporate Communications O ffice. The Office responded 
daily to hundreds of telephone and written queries from the media, 
depositors and other regulators. Questions concerned specific bank failures, 
FDIC policies and procedures, banking statutes, the Corporation's financial 
condition, legislation and litigation.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



Office of
Legislative
Affairs

In an effort to enhance the FDIC's community outreach program, the O f­
fice began offering FDIC field officials training in media relations techniques. 
The Office also provided staff support to the Division of Liquidation, arrang­
ing and conducting press conferences or briefings at certain failed banks. In 
addition, the Office worked with the Public Broadcasting Service to produce 
a documentary film on the FDIC's handling of a failed bank. It also permitted 
local media representatives to observe the "behind-the-scenes" activities prior 
to a bank closing and the ensuing liquidation activities.

T he O ffice  also coordinated num erous press conferences, interview s and 
brietings betw een representatives of the national news m edia and top FD IC 
officials. These m eetings helped im prove the m edia's understanding o f the 
FD IC 's operations and provided a clearer m easure for the FD IC  o f m edia in­
terest in bank legislation, regulation and supervision.

T he O ffice  also assisted in the preparation o f speeches and congressional 
testim ony fo r the FD IC  C hairm an and other top officials.

The Corporate Communications Office revised several FDIC publications 
during 1986, including: "Sym bol of Confidence", a booklet that provides 
general information on the FDIC and what it does; "W hen a Bank Fails", a 
question and answer pamphlet published in three different languages that 
covers how the FDIC deals with depositors and other customers when an in­
sured bank fails; and the 1985 edition of the FDIC Annual Report. The Office 
also worked on revising and updating the FDIC's statistical publications 
portfolio.

The Office is a point of contact with banks, and it issued 34 bank letters 
during 1986 explaining FDIC regulations or requesting comments on proposed 
regulations. General economic conditions, especially in the agricultural and 
energy sectors, generated a need for closer communication with the industry. 
To accomplish this, the Corporate Communications Office coordinated 
meetings between top FDIC officials and bankers for discussion of common 
concerns and solutions to problems.

The Office of Legislative Affairs (OLA) serves as the FDIC's congressional 
liaison, advises the Board of Directors on legislative issues, coordinates the 
drafting of proposed legislation, prepares testimony and responds to congres­
sional inquiries on legislative and other matters.

OLA attempted to secure passage of a number of banking and bank super­
visory bills during 1986. The legislation covered a wide range of provisions 
including:

—extension and expansion of the FDIC's emergency interstate acquisition 
authority for failed and failing banks;

—authority for the FDIC to operate a so-called "bridge bank" while fin­
ding a buyer for a failing bank;

—exemption of the FDIC from the apportionment provisions of the A n­
tideficiency Act;

—permission for healthy banks that acquire failed institutions to establish 
branches on a limited basis;

—preservation of the bad debt reserve deduction for banks and bank 
holding companies with over $500 million in assets;

— assessment of insurance premiums on member banks based upon the 
risk they pose to the insurance fund;
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— recapitalization of the Federal Savings and Loan Insurance Cor­
poration;

— compensation of federal examiners at a rate equivalent to private sector 
pay.

In the course of this legislative mission in 1986, OLA responded to over
2,000 pieces of correspondence from or referred by Congress, the White 
House and the Office of Management and Budget. Efficiency in this area in­
creased as a result of the use of a computer to track and retrieve cor­
respondence. In order to encourage passage of important banking legislation 
in the upcoming year, O LA has coordinated with top FDIC officials to 
develop the Corporation's legislative agenda for 1987.

Office of 
Corporate 
Budget and 
Planning

Office of Corporate Budget and Planning The Office of Corporate Budget 
and Planning (OCBP) is responsible for providing leadership and overall 
direction to the Corporaton's budget and planning process. On budget mat­
ters, it acts as the liaison between the Board of Directors and the divisions 
and offices.

The continued growth in supervisory and liquidaton activity has elevated 
the need for coordination of budgetary decisions. The O C BP assists the divi­
sions and offices in matching strategic objectives with available resources and 
priorities established by the Board of Directors.

O CBP has developed a formal process for gathering information on goals 
and assumptions used by the divisions and offices in the development of their 
budget proposals. O CBP assists in the development of projections such as the 
number and size of bank insolvencies during the upcoming year and man­
power needs to satisfy new statutory or regulatory programs.

A  capital expenditure analysis program will be developed by O CBP during 
1987 which will standardize the approach for reviewing capital expenditures. 
The O CBP intends to apply a functional approach to budget analysis which 
is expected to facilitate the assessment of specific program costs, improve ex­
penditure controls and help management coordinate expenditures.

O CBP also intends to continue its effort to improve the measurement of 
productivity gains in all areas of corporate activity. These productivity 
measures are being used as part of the evaluation and review of each pro­
gram budget, thus complementing the assessment of workload constraints, 
capital acquisition and utilization, and goals and objectives.

Office of 
Corporate 
Audits and 
Internal 
Investigations

The Office of Corporate Audits and Internal Investigations (OCAII) con­
ducts audits and investigations of all activities within the Corporation.

As professional internal auditors, O CA II personnel conduct audits and per­
form all duties in a manner that is consistent with the ethics of the profes­
sion. Audits are performed in accordance with generally accepted 
governmental auditing standards described in the Comptroller General's 
"Standards for Audit of Governmental Organizations, Programs, Activities 
and Functions."

O CA II operations serve to safeguard the assets of the Corporation, perform 
a managerial control function for the Board of Directors, eliminate waste, 
fraud, inefficiency and excessive costs, recommend improvement of fiscal and 
operational controls, and provide information in the form of audit reports to 
the Board and management. In addition, the Office coordinates its work withDigitized for FRASER 
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the U .S . G eneral A ccounting O ffice  (G A O ) and provides consu ltation  to 
G A O  in the conduct of G A O 's oversight activities.

During 1986, O CAII issued 157 audit reports that presented recommenda­
tions to improve controls over operations, enhance the efficiency and effec­
tiveness of activities, and protect the integrity and accuracy of FDIC and 
liquidation records. lust two years ago, the Office issued 51 audit reports.
T his dram atic increase in the num ber of audits is due m ainly to the grow th in 
bank closings and the associated audit requirem ents regarding the liquidation 
activities resulting from  these closings.

The O CA II investigative staff completed 18 investigations during 1986. 
These investigations covered a wide range of activities and contributed 
significantly to the efforts of the FDIC to com bat fraud, waste and abuse, 
promote employees' integrity and provide a positive environment in which 
Corporation activities can be conducted.

Results of activities of the O ffice  were m easurable in a num ber of w ays.
The audit work performed during 1986 has resulted in potential savings of 
approximately S 5 ,300,000 for the FDIC. These savings relate mainly to the 
FDIC's liquidation functions and include various items such as refunds, 
recoveries and improved operations. Audit staff efficiency continued to im­
prove through the increased use of microcomputers and the development of 
more sophisticated data processing skills and techniques. A regional audit of­
fice was established in Dallas in response to the growing number of bank 
failures in that FDIC region.

In 1987, the Office plans to conduct over 200 audits, investigations and 
special projects. As in 1986, the major emphasis will be related to the FDIC's 
liquidation function. The establishment of additional field offices is scheduled 
during the year in response to the audit requirements associated with the li­
quidation activities at the various regional and consolidated offices. Finally, 
O CA II plans to increase audit coverage of other Corporate functions such as 
the Legal Division and the Division of Bank Supervision.

The Corporation's Office of Personnel Management (OPM ) is responsible 
for the hiring, advancement and recognition of FDIC employees. These pro­
grams include: recruitment and placement; development and administration of 
employee benefit programs; labor-management relations; advising manage­
ment and employees on matters pertaining to employee conduct and perfor­
mance; administering the Employee Assistance Program; position 
management, classification and training.

In 1986, there was an increase in the Corporation's needs nationwide for 
entry-level professional and administrative staff. O PM  responded by 
significantly expanding its recruitment efforts in order to locate and hire the 
best candidates for these positions.

O PM 's Bank Examining Unit (BEU) processed over 3,900 Bank Examiner 
(Trainee) applications for employment. From these, the Division of Bank 
Supervision (DBS) made over 300 selections to meet bank examination 
demands. To improve servicing of DBS positions nationwide, the BEU 
automated its applications processing operation.

Hiring for the Division of Liquidation (DOL) also increased significantly 
because of the increase in the number of bank failures during 1986. During 
the first three quarters of 1986 there was a 12 percent increase in new ap­
pointments over the same period in 1985. In addition, there was a 98 percent 
success rate in the conversion of regional office liquidation graded employees

Office of
Personnel
Management

Recruitment
and
Placement
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Employee
Development

Position
Management

to competitive appointments. Significant outreach recruitment efforts were 
undertaken for hiring in Bank Liquidation Specialist (Trainee) positions, 
which attracted over 700 candidates.

Additionally, an agreement was initiated with the U .S. Department of 
Agriculture's National Finance Center to process the Corporation's payroll 
and personnel data. This new state-of-the-art automated system offers con­
siderable flexibility in the handling of payroll and personnel actions. It is ex­
pected that this new automated system, once fully operational in 1987, will 
produce significant monetary savings for the Corporation.

N u m b er of O ffic ia ls  and Employees of  the Federal Deposit 
Insurance C o rp o ra t io n ,  D ecem b er 3 1 ,  19 8 6  and 1985

TOTAL
Washingt

Office
on Regional & 

Field Offices

1986 1985 1986 1985 1986 1985

TOTAL 8817 7125 1102 830 7715 6295

Executive Offices 55 67 55 67 0 0

Legal Division 729 487 132 111 597 376
Division of Research 
& Strategic Planning 27 26 27 26 0 0

Division of 
Liquidation* 4586* 3318 44 37 4542 3281
Division of Bank 
Supervision 2299 2123 160 169 2139 1954

Division of Accounting 
& Corporate Services 969 973 532 289 437 684

Office of Corporate 
Audits 55 54 55 54 0 0

Office of Equal 
Employment Oppor­
tunity 13 7 13 7 0 0

Office of Personnel 
Management 84 70 84 70 0 0

‘ Division of Liquidation totals include temporary employees, most of whom were 
employed by failed banks and assigned to field liquidations.

O PM  develops, coordinates, and provides training for employees at all 
levels to enhance job performance and efficiency. Training and developmental 
activities have continually increased in volume and scope with the overall rise 
in the work force. Training authorizations during 1986 totalled roughly 2,000, 
not including technical training provided by D BS and DOL. Anticipated on­
site training courses provided by O PM  are expected to increase five-fold in 
the upcoming year.

O PM  has continued to work closely with management, providing assistance 
regarding organizational structure as well as the definition of specific position 
responsibilities. This effort is part of OPM 's ongoing program to ensure the 
accuracy of the FDIC's position management, classification and pay system.

During 1986, O PM  provided extensive position management and classifica­
tion support to DOL concerning the reorganization of the headquarter's of­
fice, the development of position descriptions for headquarters and field sites, 
and the administration of the Liquidation Graded Pay Plan. This has included 
the presentation of regional training seminars highlighting the recent major 
updating of the Liquidation Graded Personnel Manual.

With the consolidation of D BS regional operations, O PM  worked closely 
with Division management regarding the realignment and restructuring of 
regional and field office positions.Digitized for FRASER 
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Substantial growth within the Legal Division generated a variety of posi­
tion management and classification issues. These included the establishment of 
a regional administrative support function, implementation of a headquarter's 
automation program and nationwide case management tracking system, and 
the administration of a sizeable legal liquidation-graded field office work 
force.

In concert with the National Finance Center's payroll and personnel system, 
work was begun during 1986 on implementing a Corporation-wide automated 
position management system.

O PM  develops and administers policies and procedures for labor relations 
activities, grievances, disciplinary and adverse actions, incentive awards, 
leave and worker's compensation. Additionally, the Employee Relations 
Branch develops, recommends and implements policies for all employee 
benefit programs.

O PM  continues to provide individual counselling and guidance to 
employees on their respective problems in the benefits area. An on-going 
working relationship is also maintained with managers in dealing with prob­
lem employee situations. The amount of activity in this area increased 
dramatically in 1986 due to the overall increase in employment. This has re­
quired establishing a more intimate working relationship with the divisions, 
as well as with the Legal Division staff in defending actions that are chal­
lenged or appealed.

The Office of Equal Employment Opportunity (OEEO) is responsible for 
management of the FDIC's affirmative action programs for women, 
minorities, handicapped, and disabled veterans, and for the administration of 
discrimination complaint procedures. The growth of the Corporation's work 
force has resulted in an increase in pre-complaint counselling and discrimina­
tion complaint investigations. There were 90 incidents of pre-complaint 
counselling in 1986 compared with 56 in 1985. Total discrimination complaint 
investigations during the year amounted to 25 compared with 16 in the 
previous year.

OEEO updated or developed the following circulars and pamphlets in 1986 
and made them available to FDIC employees:

— Commitment to the Corporation's Equal Employment Opportunity
Program

—Individual Discrimination Complaints 
— Corporation Policy Statement on Sexual Harassment 
— Class Discrimination Complaints
—Applicability of the Corporation's Incentive Award Policy to Equal 

Employment Opportunity
—M aintenance of M inority Group Statistics
—Guide for Handicapped Individuals and Disabled Veterans Programs 
—Discrimination Complaints
—Recognizing and Handling Sexual Harassment in the W ork Place—A 

Guide for FDIC Employees
—Prevention of Sexual Harassment in the W ork Place—A Guide for Super­

visors and Managers
— Career Enhancement Guide for Secretarial and Support Staff 
During 1986, OEEO acquired a computer and printer in order to improve 

accuracy of the Human Resource Information System, which contains data onDigitized for FRASER 
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minority representation and grade levels in the work force. This technology 
was used in the automation and retrieval of reports, the preparation of affir­
mative action plans, complaint tracking, and budget activities.

The OEEO also encouraged employees to participate in a number of 
awareness and special interest programs such as National Afro-American 
History M onth, National Professional Secretaries Week, Hispanic Heritage 
Week, and Native American/Alaskan Native Heritage W eek. OEEO also 
assisted the Federal Home Loan Bank Board's Small Savers Child Care Center 
by developing and sending a child care interest survey to all FDIC 
Washington Office employees. Five FDIC employees are using the Bank 
Board's center.

To increase awareness of the FDIC's mission and employment oppor­
tunities, OEEO participated in workshops at conferences, universities and 
high schools. It also maintained working relationships with many national 
and local minority and handicap organizations. Copies of current vacancy an­
nouncements were sent on a regular basis to special emphasis organizations.

OEEO helped the FDIC provide reasonable accommodations for the han­
dicapped during the year by overseeing efforts to make all headquarters and 
some field office buildings accessible. It also purchased a wheelchair, made a 
"T T Y " available for the deaf, and facilitated the installation of two telephone 
amplification units for hearing impaired employees.

The O ffice took a number of actions to increase diversity in the work force 
during the year. The Community Outreach Program was expanded 
geographically and additional positions were allotted. This program provides 
student assistant positions to high school students. Six students were hired for 
this six-month, work/study program. In addition, the Office entered into an 
agreement with the United South and Eastern Tribes, Inc., of Nashville, Ten­
nessee, to employ Native Americans under the Job Training Partnership Act, 
a federal grant program. Two individuals were hired under this program in 
1986. Finally, the Office worked with programs to employ the handicapped 
and disabled veterans.
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Statements of Financial Position

Assets (in thousands) December 31,
1986 1985

Cash $ 42,477 $ 23,186

Investment in U.S. Treasury obligations (Note 2) 16,602,959 15,841,869

Accrued interest receivable on investments and other assets 503,557 499,229 

Certificates, notes and other receivables from insured banks
(Note 3) 662,090 590,254

Net receivables from assistance to insured banks (Note 4) 1,854,691 2,712,842

Net receivables from failures of insured banks (Note 5) 2,690,842 2,358,554

Property and buildings (Note 6) 51,010 47,164

Total Assets $22,407,626 $22,073,098

The accompanying summary of significant accounting policies and notes to financial
statements are an integral part of these statements.
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Liabilities and the December 31,
Deposit Insurance Fund (in thousands) 1986 1985

Accounts payable, accrued liabilities and other $ 266,708 $ 80,649

Liabilities incurred in assistance to insured banks (Note 7) 3,034,108 3,442,752 

Liabilities incurred from failures of insured banks
(Note 8) 847,242 578,367

Estimated losses from Corporation litigation (Note 9) 6,251 14,340

Total Liabilities 4,154,309 4,116,108

Deposit Insurance Fund 18,253,317 17,956,990

Total Liabilities and the Deposit Insurance Fund $22,407,626 $22,073,098

The accompanying summary of significant accounting policies and notes to financial
statements are an integral part of these statements.
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Statements of Income and the Deposit Insurance Fund

(in thousands)

For the year ended 
December 31,

1986 1985

Income:
Gross assessments earned 
Provision for assessment credits

Net assessments earned 

Interest on U.S. Treasury obligations 

Other income

Total Income

$ 1,587,375 
70,473

1,516,902

1,634,415

149,744

3,301,061

$ 1,434,578 
1,081

1,433,497

1,599,745

352,203

3,385,445

Expenses and Losses:
Administrative operating expenses 
Merger assistance losses and expenses (Note 10) 
Provision for insurance losses (Notes 3, 4, 5, and 11) 
Nonrecoverable insurance expenses (Note 12)

180,267
(86,043)

2,868,660
41,850

179,209
199,377

1,568,992
10,356

Total Expenses and Losses 3,004,734 1,957,934

Net Income 296,327 1,427,511

Deposit Insurance Fund—January 1 17,956,990 16,529,479

Deposit Insurance Fund—December 31 $18,253,317 $17,956,990

The accompanying summary of significant accounting policies and notes to financial 
statements are an integral part of these statements.
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Statements of Changes in Financial Position

For the year ended
(in thousands) December 31,

1986 1985

Financial resources were provided from :
Operations:

Net Income $ 296,327 $1,427,511
Add (deduct) items not involving cash in the period:

Amortization of U.S. Treasury obligations 125,640 57,575
Depreciation on buildings 1,285 1,115
Income maintenance agreement adjustments (83,700) (109,517)
Amortization of merger assistance agreements 22,108 39,128
Provision for insurance losses 2,868,660 1,568,992

Resources provided from operations 3 ,2 3 0 ,3 2 0 2 ,984 ,804

Other resources provided from:
Maturity of U.S. Treasury obligations 3,196,626 3,798,500
Collections on certificates, notes and other receivables 98,217 259,641
Collections on receivables from assistance to an insured

bank 668,323 549,295
Collections on receivables from failures of insured banks 1,799,101 924,353
Liabilities incurred in assistance to insured banks 0 128,027
Liabilities incurred from failures of insured banks 753,270 91,999
Other decreases (increases) 39,896 (125,118)

Total financial resources provided $9,785,753 $8 ,611 ,501

Financial resources were applied to:
Purchase of U.S. Treasury obligations $4,083,356 $5,261,658
Acquisition of certificates, notes and other receivables 144,365 251,527
Increased receivables from assistance to insured banks 200,966 146,708
Increased receivables from failures of insured banks 4,491,035 2,089,501
Additions to property and buildings 5,131 6,578
Payments on liabilities incurred in assistance to

insured banks 408,644 533,617
Payments on liabilities incurred from failures of insured

banks 430,968 302,884
Disbursements for Corporate Litigation 1,997 0
Increase (decrease) in cash 19,291 19,028

Total financial resources applied $9,785,753 $8 ,611 ,501

The accompanying summary of significant accounting policies and notes to financial 
statements are an integral part of these statements.
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Notes to Financial Statements

December 31, 1986 and 1985

1. Summary of Significant Accounting Policies:

General. These statements do not include accountability for assets and liabilities of closed insured 
banks for which the Corporation acts as receiver or liquidating agent. Periodic and final accoun­
tability reports of its activities as receiver or liquidating agent are furnished by the Corporation to 
courts, supervisory authorities, and others as required.

U .S. Treasury Obligations. Securities are shown at amortized cost which is the purchase price of 
securities less the amortized premium or plus the accreted discount. Such amortizations and accre­
tions are computed on a daily basis from the date of acquisition to the date of maturity. Interest is 
also calculated on a daily basis and recorded monthly using the constant-yield method.

Deposit Insurance Assessments. The Corporation assesses insured banks at the rate of 1/12 of one 
percent per year on the bank's average deposit liability less certain exclusions and deductions. 
Assessments are due in advance for each six-month period and credited to income each month. Based 
on operational results, the Depository Institutions Deregulation and M onetary Control Act of 1980 
authorizes up to 60 percent of the net assessment income to be transferred in the form of an assess­
ment credit to insured banks each July 1 of the following calendar year. Additionally, the Act 
authorizes the FDIC Board of Directors to make adjustments to this percentage within certain limits 
in order to maintain the Deposit Insurance Fund between 1.25 and 1.40 percent of estimated insured 
deposits. If this ratio falls below 1.10 percent, the FDIC is mandated to reduce the percentage of net 
assessment income credited to a limit of 50 percent. If this ratio exceeds 1.40 percent, the FDIC is 
mandated to increase the percentage of net assessment income credited by such an amount as it 
determines will result in maintaining that ratio at not more than 1.40 percent.

Allowance for Loss. The Corporation records as a receivable the funds advanced to the FDIC 
Receiver for assisting and closing insured banks, and establishes an estimated allowance for loss 
shortly after the insured bank is assisted or closed. The allowance for loss represents the difference 
between the funds advanced and the expected repayment, based on the estimated cash recoveries 
from the assets of the assisted or failed bank, net of all liquidation costs. The Corporation does not 
state the estimated contingent liability for future bank failures because such estimates are impossible 
to make. The Corporation's liability for eventual net losses from assisting or closing banks depends 
upon factors which can not be assessed until after the bank is actually assisted or closed. The C or­
poration's entire Deposit Insurance Fund and borrowing authority are available for any assistance or 
closing activity.

Depreciation. The Washington Office Buildings are depreciated on a straight-line basis over a 50-year 
estimated life. The San Francisco Condominium Offices are depreciated on a straight-line basis over a 
35-year estimated life. The cost of furniture, fixtures, and equipment is expensed at time of ac­
quisition.

Income Maintenance Agreements. The Corporation records its liability under an income maintenance 
agreement at the present value of each estimated cash outlay at the time the agreement is accepted. 
Estimated cash outlays are anticipated future payments the Corporation will provide to offset the dif­
ference between the annualized cost of funds and the annualized return on the declining volume of 
earning assets acquired in a merger transaction, plus an amount to cover overhead costs. The charge 
is recorded to insurance loss. The present value of the liability is then accreted daily and recorded 
monthly over the term of the agreement. Any differences between the estimated and actual cash 
outlays are recorded as payment adjustments. The present value of remaining estimated cash outlaysDigitized for FRASER 

http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



41

is also reviewed and adjusted each year when interest rate changes occurring in the marketplace ap­
pear material or permanent in nature. The originally recorded loss, plus or minus any payment and 
present value adjustments, will then be prorated between insured banks and the Deposit Insurance 
Fund as provided in Section 7(d) of the Federal Deposit Insurance Act.

Reclassifications. Reclassifications have been made in the 1985 Financial Statements to conform to the 
presentation used in 1986.

2. U .S. Treasury Obligations:

All cash received by the Corporation which is not used to defray operating expenses or for outlays 
related to assistance to banks and liquidation activities is invested in U .S. Treasury securities. The 
Corporation's investment portfolio consists of the following (in thousands):

Decem ber 31 , 1986 D ecem ber 31, 1985

M arket M arket
M aturity  D escription Book Value Value B ook V alue Value

O n e D a y  Special T reasu ry
Certif icates S 2 ,0 4 9 ,7 0 0  S 2 ,0 4 9 ,7 0 0  S 1 ,6 8 2 ,0 0 0  S 1 ,6 8 2 ,0 0 0

Less than U .S .T .  Bills,
1 year Notes and B onds 3 ,2 8 3 ,6 5 4  3 ,3 7 0 ,2 8 3  3 ,2 1 5 ,4 1 9  3 ,2 5 3 ,1 5 9

1-3 years U .S .T .  Notes and Bonds 6 ,1 6 2 ,1 0 4  6 ,6 1 0 ,0 3 2  6 ,7 3 8 ,9 0 7  7 ,0 4 5 ,3 8 5

3-10  years U .S .T .  Notes and Bonds 5 ,1 0 7 ,5 0 1  5 ,4 0 9 ,7 8 6  4 ,2 0 5 ,5 4 3  4 ,4 7 3 ,6 9 8

S16,602,959 S17,439,801 S15,841,869 S16,454,242

3. Certificates, Notes and Other Receivables from Insured Banks:

The Corporation's outstanding principal balances on certificates, notes and other receivables from in­
sured banks are as follows (in thousands):

D ecem ber 31
1986 1985

C ertificates:
Net w orth certificates $129 ,809 $219 ,847
A llow ance for losses (74,503) (136,996)

55 ,306 82,851

N otes receivable to:
Assist operating banks 27 ,000 27,000
Facilitate deposit assumptions 88 ,136 00,755
Facilitate merger agreements 401,o48 389,648

516,784 507,403

O ther receivables:
Special assistance 131,805 8 ,500
A llow ance for losses (41 ,805i (8,500)

90 ,000 0

S662,090 S590,254

The net worth certificate program was established at the FDIC by authorization of the Garn-St Ger­
main Depository Institutions Act of 1982. Under this program, the Corporation would purchase a 
qualified institution's net worth certificate and, in a non-cash exchange, the Corporation would issue 
its non-negotiable promissory note of equal value. The total assistance outstanding to qualified in­
stitutions as of December 31, 1986 and 1985 is $526,094,000 and $705,446,000 respectively. As ofDigitized for FRASER 
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December 31, 1986 and 1985, the financial statements excluded $396,284,000 and $485,599,000 
respectively of net worth certificates, for which no losses are expected because of the non-cash ex­
change nature of the transactions. The authority to issue new net worth certificates expired O ctober
15, 1986.

4. Net Receivables from Assistance to an Insured Bank:

O n July 26, 1984, the FDIC, the Federal Reserve Board, the Comptroller of the Currency and a 
group of major U .S. banks agreed to provide a “permanent assistance program" to the Continental 
Illinois National Bank and Trust Company of Chicago ("CIN B") and its parent, Continental Illinois 
Corporation. This program, which became effective on September 26, 1984, after Continental Illinois 
Corporation shareholder approval, replaced a temporary, emergency assistance package among the 
same parties that had been in effect since M ay 1984. M ajor elements of the new package included a 
financial assistance plan to remove problem loans from CINB and infuse new capital resources into 
CINB, the continuation of on-going lines of credit from the Federal Reserve Board and a group of 
m ajor U .S. banks to alleviate liquidity pressures and the installation of a new management team. 
Additionally, the FDIC agreed to commit more capital or other forms of assistance if the permanent 
assistance program proves to be insufficient for any reason.

The key aspects of the permanent assistance program applicable to the FDIC are embodied in an Im­
plementation Agreement and an Assistance Agreement between the FDIC and CINB, Continental Il­
linois Corporation, and Continental Illinois Holding Corporation, a new holding company formed to 
own all Continental Illinois Corporation stock as of the effective date for the purpose of implemen­
ting the FDIC Option. Discussed below are the m ajor aspects of the FDIC's participation in the per­
manent assistance program and their effect on the FDIC financial statements.

The assets against which the FDIC is to recover its assistance to CINB are as follows (in thousands):

D ecem ber 31 
1986 1985

Loans and related assets 
Prom issory note 
Preferred stock investment 
A llow ance for losses

5 2 ,322 ,793  
459,094 
8 0 4 ,o98 

(1 ,732 ,704)

S i , 854,691

$2 ,1 2 6 ,8 9 4
927 ,948

1,000,000
(1 ,342 ,000)

$ 2 ,7 1 2 ,8 4 2

Loans and related assets were selected by CINB with the restrictions that such loans were nonperfor­
ming, classified or otherwise of poor quality (i.e., "troubled loans"). Certain foreign loans were ex­
cluded from selection. On September 26, 1984, after consummation of the permanent assistance 
program, CINB transferred $2.0  billion of troubled loans to the FDIC. The unpaid legal principal 
value of these loans was approximately $3.7  billion.

Also, on September 26, 1984, the FDIC received a promissory note from CINB for $1.5 billion. At 
CINB's option, the promissory note can be paid anytime within three years by transfer of additional 
troubled loans (subject to the above restrictions) at CINB's book value as of the date of transfer. Un­
til such time as the promissory note is paid, interest will be charged. Through December 31, 1986, 
CINB transferred $1 ,040,006,000 of additional troubled loans to the FDIC as partial repayment on 
the original promissory note. As a result, the outstanding principal balance of the Note as of 
December 31, 1986, is $459,994,000.

These assets were, in part, funded by the assumption of $3 .5  billion of indebtedness to the Federal 
Reserve Bank of Chicago (FRB) on behalf of CINB. These borrowings will bear interest at specified 
rates established by the FRB and the U .S. Treasury. The FDIC will repay these borrowings by m ak­
ing quarterly remittances of its collections, less expenses, on the troubled loans. If there is a shortfall 
at September 26, 1989, the FDIC will make up such deficiency with its own funds.Digitized for FRASER 
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The Implementation Agreement provides for the FDIC to be reimbursed each quarter for its expenses 
related to administering the transferred loan portfolio and for interest paid on the indebtedness to the 
FRB which it assumed. Thus, such costs are recorded as assets. The FDIC and CINB have entered in­
to a service agreement whereby CINB will administer the transferred loan portfolio on behalf of the 
FDIC. The FDIC is also permitted to establish a special reserve account from troubled loan collec­
tions. The balance in this account, if any, reverts to the FDIC in those quarters when loan collec­
tions have been insufficient to cover interest owing on the indebtedness which it assumed. For 
financial accounting purposes, cash collections received on the transferred loan portfolio (plus certain 
other amounts) are applied quarterly in accordance with the Implementation Agreement terms, as 
follows: 1) to the administrative expenses paid by the FDIC; 2) to the interest owing on the assumed 
indebtedness; 3) to fund the special reserve account such that this account plus accrued interest 
thereon is at least $75 million; and 4) to principal owing under the FRB Agreement. The FDIC is en­
titled to receive interest on the cumulative deficiencies between cash collections and the costs incurred 
in administering the troubled loans and the interest on the assumed debt. Further, CINB has assigned 
to the FDIC all its existing and future claims against any party which may be related to any loss in­
curred in connection with any transferred loan.

Total cash flow consists of the above collections of principal and interest on the transferred loan 
portfolio, interest payments on the CINB promissory note and interest earned on daily collections.
For the year ending December 31, 1986, the FDIC received net cash flow totaling $498,880,000. Cash 
flow was applied to administrative costs and to interest expense of $23,795,000 and $204,466,000, 
respectively, and to payment of principal owing under the FDIC-FRB agreement amounting to 
$270,619,000.

Ultimate collection results on the transferred loan portfolio are subject to significant uncertainties 
because of the financially troubled nature of the borrowers and the effects of general economic con­
ditions on their industries. As of December 31, 1986, the Corporation estimated an allowance for 
loss amounting to $1,732,794,000. This allowance represents the difference between the amount FDIC 
will pay the FRB and the collections on the loan portfolio after expenses.

The FDIC holds an option to acquire up to 40.3 million shares of Continental Illinois Corporation 
common stock. The shares subject to the option are owned by Continental Illinois Holding Corpora­
tion, which is owned by the former stockholders of Continental Illinois Corporation. The option can­
not be exercised prior to the fifth anniversary of the commencement date, September 26, 1989. 
Further, the option is excercisable only if the FDIC suffers a loss (disregarding any profit or loss 
from the FDIC's interest in Continental Illinois Corporation preferred or common stock) on the 
transferred loan portfolio, including unrecovered administrative costs and interest expense. If the 
FDIC suffers a loss, the FDIC will be entitled to retain any remaining transferred loans and to exer­
cise the FDIC Option for one share of Continental Illinois Corporation common stock for every $20 
of loss, at the exercise price of $0.00001 per share of common stock. Because of uncertainty, FDIC 
has not recorded a value for the FDIC Option. If the FDIC does not suffer any loss under the perma­
nent assistance program, all remaining loans and other assets acquired will be returned to CINB and 
the option would not be exercisable.

The FDIC also purchased $1 billion of two non-voting, Continental Illinois Corporation, preferred 
stock issues. The proceeds of these issues were transferred to CINB in the form of a capital contribu­
tion. The Junior Perpetual Convertible Preference Stock, in the amount of $720 million, is converti­
ble into 160 million shares of Continental Illinois Corporation common stock upon sale or transfer 
by the FDIC. Dividends are to be received on this preferred stock only to the extent that dividends 
are paid on the Continental Illinois Corporation common stock and are equivalent to that which 
would be paid on 160 million shares of common stock. The Adjustable Rate Preferred Stock, Class 
A, in the amount of $280 million, is a cumulative issue that is callable at the option of Continental 
Illinois Corporation. The issuer also has the option to pay dividends on this issue in the form of ad­
ditional shares of this issue or cash until the third anniversary of their original issue date.
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In December, 1986, the FDIC sold 10.5 million shares of Junior Perpetual Convertible Preference 
Stock (52.5 million shares of common stock) to an underwriting syndicate for proceeds of 
S259,350,000. During 1986 the Corporation received $2,150,000 in cash dividends on the Junior 
Perpetual Convertible Preference Stock and S27,481,000 in cash dividends on the Adjustable Rate 
Preferred Stock, Class A.

5. Net Receivables from Failures of Insured Banks:

Net receivables from failures of insured banks are as follows (in thousands):

D ecem ber 31
1986 1985

D epositors' claim s paid 51 ,8 2 9 ,7 0 9 51 ,0 6 9 ,5 5 3
D epositors' claim s unpaid 24 ,269 1 1 ,1 3 d

Assum ption T ransactions in a fiduciary capacity 5 ,637 ,058 3 ,8 3 6 ,0 0 2
Assets purchased in a corporate capacity 568 ,308 450 ,719

8 ,059 ,344 5 ,3 6 7 ,4 1 0
A llow ance for losses (5 ,368 ,502) (3 ,008 .856)

52 ,6 9 0 ,8 4 2 $2 ,3 5 8 ,5 5 4

An analysis of the changes in the allowance for losses by account groups is as follows (in 
thousands):

A ssum ption transactions

1986
Balance, January 1

Provision  fo r insurance losses 
W rite-off at term ination

Balance, D ecem ber 31

D epositors'
claim s Fiduciary 

paid capacity

$ 4 65 ,887  $2 ,1 5 4 ,1 0 3  
509 ,261  1 ,851 ,150  

0 0

C orporate
capacity

$388 ,866
(765)

0

T o ta l

5 3 ,0 0 8 ,8 5 6
2 ,3 5 9 ,6 4 6

0

$975 ,148  $ 4 ,005 ,253 $388,101 $ 5 ,3 6 8 ,5 0 2

1985
Balance, January 1

Provision for insurance losses 
W rite-off at term ination

Balance, D ecem ber 31

5158 ,057  5 1 ,537 ,398  
307 ,830  617,213 

0 (508)

$465 ,887  $ 2 ,154 ,103

$364,681
24 ,185

0

52 ,0 6 0 ,1 3 5
949 ,228

(508)

$ 3 88 ,866  5 3 ,0 0 8 ,8 5 6

6. P roperty  and Buildings:

Property and buildings consist of (in thousands):
D ecem ber 31

1986 1985

Land $ 4 ,680  $ 4 ,014
O ffice buildings 54 ,068  49 ,603
A ccum ulated depreciation (7,738) (6 ,453)

5 51 ,010  $47 ,164

The Corporation's 1776 F Street property is subject to notes payable totaling S6 ,314,000 and 
$9,491,000 at December 31, 1986 and 1985, respectively.
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7. Liabilities Incurred in Assistance to Insured Banks:

The Corporation's outstanding principal balances on liabilities incurred in assistance to insured banks 
are as follows (in thousands):

D ecem ber 31
1986 1985

Federal indebtedness S 2 ,904 ,299  $3 ,222 ,905
Prom issory (exchange) notes 120 ,809  2 19 ,847

$ 3 ,0 3 4 ,1 0 8  53 ,442 ,752

Maturities of long-term debt for each of the next five years and thereafter:

1987 1988 1989 1990 1991 1 9 9 2 /Thereafter

S O  S O  52,937,609 531,974 S33,281 $31,244

8. Liabilities Incurred from Failures of Insured Banks:

The Corporation's outstanding principal balances on liabilities incurred from failures of insured banks 
are as follows (in thousands):

D ecem ber 31
1986 1985

Federal indebtedness $ 0 S30o ,083
N otes payable 822 ,973  157,196
Incom e m aintenance agreem ents 0 103,952
D epositors' claim s unpaid 2 4 ,2 o °  11 ,136

S847,242 5578 ,367

Maturities of long-term debt for each of the next five years and thereafter:

1987 1988 1989 1990 1991 1992/Thereafter

5692,251 55 ,592  5 6 ,1 2 8  56 ,722  57 ,586  S104,694

Depositors' claims unpaid ($24,269) are current in nature and are not considered long-term debt.

9. Estimated Losses From Corporation Litigation:

The Corporation is involved in both its receivership and corporate capacity in numerous law suits. 
The merits of each case and the expected outcome have been ev iluated by the Corporation's General 
Counsel, and, where appropriate, a contingent loss has been established. This estimated loss was 
$242 million in 1986. O f that amount, a $236 million legal reserve was included in the allowance for 
loss relating to assets acquired from assistance to an insured bank and from failed banks. The re­
maining $6 million is included on the financial statements as estimated losses from corporation 
litigation.

10. Merger Assistance Losses and Expenses:

The Corporation's merger assistance losses and expenses represent (1) the original income 
maintenance agreement losses recorded at present value and any adjustments resulting from interest 
rate changes occuring in the marketplace and (2) outright assistance to merged insured banks. These 
amounts were $(86) million and $199 million in 1986 and 1985 respectively.
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11. Provision for Insurance Losses:

An analysis of the provision for insurance losses is as follows (in thousands):

Decem ber 31
1986 1985

P ro v is io n  fo r in su ran ce  losses 
N et w o rth  ce rtifica te s  

C u rren t y ea r  p ro v is io n  
P r io r  y e a r  ad ju stm en ts

Sp e cia l a ss is tan ce
C u rren t y e a r  p ro v is io n  
P r io r  y ea r  ad ju stm en ts  
T e rm in a tio n  ad ju stm en ts

N et re ce iv ab les  fro m  a ss is ta n ce  to  an insured  b a n k  
C u rre n t y e a r  p ro v is io n  
P r io r  y ea r  ad ju stm en ts

N et re ce iv ab les  fro m  fa ilu res o f insured b an k s 

C u rren t y ea r  p ro v is io n  
P r io r  y e a r  ad ju stm en ts  
T e rm in a tio n  ad ju stm en ts

C o rp o ra tio n  litig a tio n s  
C u rre n t y e a r  p ro v is io n  
P r io r  y ea r  ad ju stm en ts  
T e rm in a tio n  ad ju stm en ts

S 0
(62.493)

(62.493)

191.805 
0

(5 ,000)

186.805

0
390,704

390 ,794

1 ,854 ,632
505,014

0

2 ,359 ,646

470
(2,559)
(4,003)

(6,092)

52 ,8 6 8 ,6 6 0

S 0
(45.985)

(45 .985)

8.500  
0 
0

8 .500

642 .000  
0

642 .000

433,304
515,834

909

950 ,137

14 .340 
0 
0

14 .340 

S i , 568 ,992

12. Nonrecoverable Insurance Expenses:

The Corporation's nonrecoverable insurance expenses primarily represent costs associated with (1) 
preparing and executing the activity in payoff cases and (2) administering and liquidating the assets 
purchased in a corporate capacity.

13. Assessment Credits Due Insured Banks:

Contingent upon a legislatively specified ratio of the Corporation's Deposit Insurance Fund to 
estimated insured bank deposits, the Corporation credits a legislatively authorized percentage (cur­
rently 60 percent) of its net assessment income to insured banks. This credit is distributed, pro-rata, 
to each insured bank as a reduction of the following year's assessment. Net assessment income is 
determined by gross assessments less administrative operating expenses and expenses and losses 
related to insurance operations. Certain income, expense, and credit amounts do not correspond to 
amounts reported on the financial statements because of adjustments to prior years' assessment 
credits not affecting the 1986 and 1985 assessment credit computational amounts.

The Garn-St Germain Depository Institutions Act of 1982 amended Section 7(d)(1) of the Federal 
Deposit Insurance Act and authorized the Corporation to include certain lending costs in the com­
putation of the net assessment income. The lending costs are the amounts by which the amount of 
interest earned on each loan made by the Corporation under Section 13 of the Federal Deposit In­
surance Act after January 1, 1982, is less than the amount of interest the Corporation would haveDigitized for FRASER 
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earned for the calendar year if interest had been paid on the loans at a rate equal to the average cur­
rent value of funds to the U .S. Treasury for the calendar year.

The computation of net assessment income credits for calendar year 1986 and 1985 are as follows (in 
thousands):

Net Assessment Incom e Credit C om putation— Calendar Year 1986

Com putation:
G ross assessment incom e— C .Y . 1086
[.ess: C arry-over of net expenses and losses Irom  C .Y . IP85 

A dm inistrative operating expenses 
M erger assistance losses and expenses 

less am ortization and accretion 
Provision lor insurance losses 
N onrecoverable insurance expenses 
Lending costs

$ 1 ,113 ,954
180 ,267

(09,740)
2 ,807 ,960

36 ,783
3,061

$1 ,578 ,200

4 ,102 ,279

Excess of losses and expenses over gross assessment incom e

Assessment credit adjustment — prior years

Net excess of losses and expenses over 
gross assessment incom e— C .Y . 108o

2 ,524 ,079

65 ,280

S 2 ,589 ,359

Net Assessm ent Incom e Credit C om putation — Calendar Year 1985

Com putation:
G ross assessment incom e— C.Y'. 1985
Less: C arry-over of net expenses and losses from C .Y . 1984 

Adm inistrative operating expenses 
Merger assistance losses and expenses 

less am ortization and accretion 
Provision for insurance losses 
N onrecoverable insurance expenses 
Lending costs

3 590,601 
170,209

194,700
1,568,385

4,956
145

$1 ,432 ,381

2 ,546 ,996

Excess of losses and expenses over gross assessment incom e

Assessment credit ad justm ent— prior years

Net excess of losses and expenses over 
gross assessment incom e— C .Y . 1 °85

1,114 ,615

(661)

51 ,1 1 3 ,9 5 4

14. Lease Commitments:

Rent for office premises charged to administrative operating and liquidation overhead expenses were 
$27,914,000 (1986) and $22,605,000 (1985). Minimum rentals for each of the next five years and for 
subsequent years thereafter are as follows (in thousands):

1987 1988 1989 1990 1991 1992 T hereafter

52 6 ,2 7 8  5 17 ,693  512 ,031  51 0 ,7 3 7  S l0 ,4 8 0  5 46 ,319

Most office premise lease agreements provide for increase in basic rentals resulting from increased 
property taxes and maintenance expense.
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15. Pension Plan and Accrued Annual Leave:

All of the Corporation's permanent employees are covered by the Civil Service Retirement System. 
Total Corporation (employer) matching contributions to the Civil Service Retirement System for all 
permanent employees were approximately $9,662,000 and $8,356,000 for the calendar years ending 
December 31, 1986 and 1985, respectively.

Although the Corporation funds a portion of pension benefits under the Civil Service Retirement 
System relating to its permanent employees and makes the necessary payroll withholdings from 
them, the Corporation does not account for the assets of the Civil Service Retirement System nor 
does it have actuarial data with respect to accumulated plan benefits or the unfunded liability 
relative to its permanent employees. These amounts are reported by the Office of Personnel M anage­
ment (OPM ) for the Retirement System and are not allocated to the individual employers. The O PM  
also accounts for all health and life insurance programs for retired Corporation permanent 
employees.

The Corporation's liability to employees for accrued annual leave is approximately $10,445,000 and
S8 ,571,000 at December 31, 1986 and 1985, respectively.

16. Commitments and Contingencies:

The Corporation insures total deposits of about $1.6 trillion in over 14,000 insured commercial 
banks. The Corporation does not estimate the contingent liability for either the potential assistance 
to insured banks that the regulatory process has identified as distressed or other insured banks that 
are financially weak but have not yet been identified by the regulatory process. Rather, as described 
in Note 1, A llow an ce to r  Loss, the Corporation does establish an allowance for loss when assistance 
is granted or a bank is closed. The allowance for loss on the financial statements includes all banks 
which were assisted or failed through 1986. The Corporation believes that it is impossible to estimate 
a contingent liability with any reasonable certainty. The Corporation's entire Deposit Insurance Fund 
and borrowing authority are available for any assistance or closing activity.
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GAO
United States
General Accounting Office
Washington, D.C. 20548

Com ptroller General 
of the United States

B-114831

To the Board of Directors

Federal Deposit  Insurance Corporation

We have examined the statements of f inan c ial  posi t ion  of 
the Federal Deposit  Insurance Corporation as of 

December 3 1 ,  1986 and 1985 ,  and the related statements  of 

income and the de po sit  insurance fund,  and of the changes 
in f inan c ial  pos it ion  for the years then ended.  Our 

examinations  were made in accordance with ge n e ra l ly  

accepted government auditing  standards  and,  acc ording ly ,  

included such tests  of the accounting records  and such 
other aud iting  procedures as we considered necessary in the 
circumstances .  In addition  to this  report on our 

examination of the Cor p orat ion ' s  1986 and 1985 f inan c ial  

statements,  we are also reporting  on our study and 

evaluat ion  of internal  accounting controls  and compliance 
with laws and re g u la t io n s .

Over the last  5 y ears ,  the f inan c ial  condition  of certain  

sectors of the economy, p a r t i c u l a r l y  the energy and 

a gr icu lt ur al  sec tors ,  has adversely  affected  the banking 

in d us tr y 's  performance.  The number of FDIC-insured bank 
f a i lur es  and problem banks has increased s u b s t a n t i a l l y  and 

the Corporation expects  this  trend to continue  in 1987.  
Although the fa i l u r e s  and problem banks represent  a small 

percentage of total  FDIC-insured banks,  the in d u s tr y 's  

problems have required  the Corporation to s u b s t a n t i a l l y  

increase its expenditures  for regulatory a c t i o n .  Between 

1982 and 1985 ,  the Co r p o rat io n ' s  net income exceeded $1 

b i l l i o n  each yea r ,  but in 1986 ,  it de cl ined  to less  than 

$300  m i l l i o n .  Further ,  although the Co r p o rat io n ' s  deposit  

insurance fund has increased from $ 1 3 . 7  b i l l i o n  at the end 
of 1982 to $ 1 8 . 3  b i l l i o n  at the end of 1986,  the 

Corpora t ion ' s  rat io  of the insurance fund to insured 

depos its  has decl ined  from about 1 .2  percent to about 1.1 
percent .  As discu sse d  in note 1 to the f i n a n c i a l  

statements , i f  the ratio  f a l l s  below 1.1 perce nt ,  the 

Depository In s t i t u t i o n s  Dere gulat ion  and Monetary Control 
Act of 1980 mandates that the Corporation reduce the 

percentage of net assessment income d i s tr ib u t e d  to insured 
banks.  The Corporation has stated that if  the current 

trend in bank f a i lur es  continues  and the insurance  fund 
remains at its  current l e v e l ,  the ratio  of the insurance 

fund to insured deposits  could further de cli ne  in 1987.

In our o p in io n ,  the f inan c ial  statements referred  to above 

present fa i r l y  the f in a n c ia l  posit ion  of  the Federal  

Deposit  Insurance  Corporation as of December 31 ,  1986 and 

1985,  and the results  of its operations  and the changes in 
its f inan c ial  posi t ion  for the years then ended,  in 

conformity with gene ra ll y  accepted accounting pr in c ip le s  
applied on a co nsistent  b a s is .

Charles  A.  Bowsher 

Comptroller General 

of the United States

May 29 ,  1987
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Banks Closed Because of Financial Difficulties: FDIC Income, Disbursements 
and Losses

The following tables are included in the 1986 FDIC Annual Report:
—Table 122, Number and Deposits of Banks Closed Because of Financial D if­
ficulties, 1934-1986;
— Table 123, Insured Banks Requiring Disbursements by the Federal Deposit 
Insurance Corporation During 1986;
— Table 125, Recoveries and Losses by the Federal Deposit Insurance C or­
poration on Principal Disbursements for Protection of Depositors, 1934-1986; 
—Table 127, Income and Expenses, Federal Deposit Insurance Corporation, 
by year, from beginning of operations, September 11, 1933, to December 31, 
1986;
—Table 129, Insured Deposits and the Deposit Insurance Fund, 1934-1986.

Deposit Insurance Disbursements
Disbursements by the Federal Deposit Insurance Corporation to protect 

depositors are made when the insured deposits of banks in financial dif­
ficulties are paid off, or when the deposits of a failing bank are assumed by 
another insured bank with the financial aid of the FDIC. In deposit payoff 
cases, the disbursement is the amount paid by the FDIC on insured deposits. 
In the deposit transfer, an alternative to a direct deposit payoff, the FDIC 
transfers the failed bank's insured and secured deposits to another bank in the 
community while uninsured depositors must share with the FDIC and other 
general creditors of the bank in any proceeds realized from liquidation of the 
failed bank's assets. In certain deposit payoffs, the FDIC may determine that 
an advance of funds to uninsured depositors and other creditors of a failed 
bank is warranted. In deposit assumption cases, the principal disbursement is 
the amount loaned to failing banks, or the price paid for assets purchased 
from them. Additional disbursements are made in those cases as advances for 
protection of assets in process of liquidation and for liquidation expenses. In 
deposit assumption cases, the Corporation also may purchase assets or 
guarantee an insured bank against loss by reason of its assuming the liabilities 
and purchasing the assets of an open or closed insured bank. Under its sec­
tion 13(c) authority, the FDIC made a disbursement or approved other forms 
of assistance in 1986 for seven operating banks.

Noninsured Bank Failures
Statistics in this report on failures of noninsured banks are compiled from 

information obtained from state banking departments, field supervisory of­
ficials, and other sources. The FDIC received no official reports of noninsured 
bank closings due to financial difficulties in 1986. For detailed data regarding 
noninsured banks that were suspended in the years 1934-1962, see the FDIC 
Annual Report for 1963, pages 27-41. For 1963-1986, see Table 122 of this 
Report, and previous Reports for respective years.

Sources of Data
Insured banks: books of specific banks at date of closing, and books of the 

FDIC, December 31, 1986.
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Table 122. NUMBER A N D  DEPOSITS OF BANKS CLOSED BECAUSE OF FINANCIAL DIFFICULTIES, 1934-1986

Year

Number Deposits (in thousands o f dollars;
Assets^

(in
Thousands

Dollars)Total
Non-

Insured

Insured

Totci
Non-

Insured

Insured

Total

Without 
disbursements 

Dy FDIC2

With 
disbursements 

Dy FDIC3 Total

Without 
disbursements 

by FDIC2

With 
disbursements 

by FDIC3

Total 1,149 136 1,013 8 1,005 42,998,525 143,501 42,855,024 41,147 42,813,877 51,999,628

1934 61 52 9 9 37,333 35,365 1,968 1,968 2,661
1935 32 6 26 25 13,988 583 13,405 85 13,320 17,242
1936 72 3 69 69 28,100 592 27,508 27,508 31,941
1937 84 7 77 75 34,205 528 33,677 328 33,349 40,370
1938 81 7 74 74 60,722 1,038 59,684 59,684 69,513
1939 72 12 60 60 160,211 2,439 157,722 157,772 181,514
1940 48 5 43 43 142,788 358 142,430 142,430 161,898
1941 17 2 15 15 29,796 79 29,717 29,717 34,804
1942 23 3 20 20 19,540 355 19,185 19,185 22,254
1943 5 5 5 12,525 12,525 12,525 14,058
1944 2 2 2 1,915 1,915 1,915 2,098
1945 1 1 1 5,695 5,695 5,695 6,392
1946 2 " f 1 1 494 147 347 347 351
1947 6 1 5 5 7,207 167 7,040 7,040 6,798
1948 3 3 3 10,674 10,674 10,674 10,360
1949 9 ' 4 5 4 9,217 2,552 6,665 1,190 5,475 4,886
1950 5 1 4 4 5,555 42 5,513 5,513 4,005
1951 5 3 2 2 6,464 3,056 3,408 3,408 3,050
1952 4 1 3 3 3,313 143 3,170 3,170 2,388
1953 5 1 4 2 45,101 390 44,711 26,449 18,262 18,811
1954 4 2 2 2 2,948 1,950 998 998 1,138
1955 5 5 5 11,953 11,953 11,953 11,985
1956 3 " i 2 2 11,690 360 11,330 11,330 12,914
1957 3 1 2 1 12,502 1,255 11,247 10,084 1,163 1,253
1958 9 5 4 4 10,413 2,173 8,240 8,240 8,905
1959 3 3 3 2,593 2,593 2,593 2,858
1960 2 " } 1 1 7,965 1,035 6,930 6,930 7,506
1961 9 4 5 5 10,611 1,675 8,936 8,936 9,820
1962 3 2 1 4,231 1,220 3,011 3,011 5

1963 2 2 " 7 23,444 23,444 23,444 26,179
1964 8 " i 7 7 23,867 429 23,438 23,438 25,849
1965 9 4 5 5 45,256 1,395 43,861 43,861 58,750
1966 8 1 7 7 106,171 2,648 103,523 103,523 120,647
1967 4 4 4 10,878 10,878 10,878 11,993
1968 3 3 3 22,524 22,524 22,524 25,154
1969 9 9 9 40,134 40,134 40,134 43,572
1970 8 " i 7 7 55,229 423 54,806 54,806 62,147
1971 6 6 6 132,058 132,058 132,058 196,520
1972 3 " 2 1 1 99,784 79,304 20,480 20,480 22,054
1973 6 6 6 971,296 971,296 971,296 1,309,675
1974 4 4 4 1,575,832 1,575,832 1,575,832 3,822,596
1975 14 13 13 340,574 1,000 339,574 339,574 419,950
1976 17 16 16 865,659 800 864,859 864,859 1,039,293
1977 6 6 6 205,208 205,208 205,208 232,612
1978 7 7 7 854,154 854,154 854,154 994,035
1979 10 10 10 110,696 110,696 110,696 132,988
1980 10 10 10 216,300 216,300 216,300 236,164
1981 10 10 10 3,826,022 3,826,022 3,826,022 4,859,060
1982 42 42 42 9,908,379 9,908,379 9,908,379 11,632,415
1983 48 48 48 5,441,608 5,441,608 5,441,608 7,026,923
1984 79 79 79 2,883,162 2,883,162 2,883,162 3,276,411
1985* 120 120 120 8,059,441 8,059,441 8,059,441 8,741,268
19867 138 138 138 6,471,100 6,471,100 6,471,100 6,991,600

1 For inform ation regard ing each o f these banks, see tab le 22 in the 1963 A nnua l Report( 1963 and p rio r years), end explanatory notes to tables regard ing banks closed because o f financial 
difficu lties in subsequent annual reports. O nenoninsured bank placed in receivership in 1934, witn no deposits at time o f closing, is om itted (see tab le 22 note 9). Deposits are unavailable 
fo r seven banks.

2For inform ation regard ing these cases, see tab le  23 o f the Annua l Report fo r 1963.
3For inform ation regard ing  each bank, see the Annua l Report fo r 1958, pp. 48-83 and pp. 98-127, and tables regard ing deposit insurance disbursements in subsequent annual reports. 
Deposits are adjusted as o f December 31,1982.

4lnsured banks only.
5N o t ava ilab le .
in c lu d e s  data fo r one bank granted financ ia l assistance although no disbursement was required until January, 1986.
Excludes data fo r banks granted financia l assistance under Section 13(c)(1) o f the Federal Deposit Insurance Act to prevent fa ilu re. Data fo r these banks are included in tab le 123.
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Table 123. INSURED BANKS REQUIRING DISBURSEMENTS BY THE FEDERAL DEPOSIT INSURANCE CORPORATION
DURING 1986

NAME A N D  LOCATION
Class 

o f Bank

Num ber of 
Depositors 

or Accounts

Total
Assets

(SOOO's)

Total
Deposits
(SOOO's)

FDIC
Disburse­

ments
(SOOO's!

Date of Closing, 
Deposit Assumption, 

M erger, o r Assistance

Receiver, Assuming Bank, 
Transferee Bank, or 

M erg ing Bank and Location

Deposit Payoffs

The Deoples N ationa l Bank and Trust 
Company*
A lb ia , iowa

N 11 700 50,000 46,200 43,818 February 6, 1986 Federa Deposit Insurance C orporation

Executive Center Bank, N. A, 
Dalles, Texes

N 900 9,400 9,100 7,589 February 14, 1986 Federo Deposit Insurance C orporation

Elk City State Bank* 
Elk City, O klahom a

SM 2,800 20,600 21,000 18,710 February 21, 1986 Federa Deposit Insurance C orporation

T"e Citizens Bank of W imgan, M issour 
W im gan, M issouri

NM 1,300 6,200 5,900 5,976 M arch 7, 1986 Federa Deposit Insurance C orporation

The Peoples Bank o ; M ercer 
Mercer, M issouri

NM 2,300 9,100 9,300 8,855 April 10,1986 Federa Deposit Insurance C orporation

The First N ational Bank of C a rte r' 
Carter, O klahom a

N 1,300 7,300 6,500 6,674 M ay 1, 1986 Federa Deposit Insurance C orporation

Sunshine State 3cnk 
South M iam i, Florida

NM 5,900 110,500 97,000 91,162 M ay 23, 1986 Federa Deposit Insurance C orporation

The Citizens State Bank o f M cCracken 
M cCracken, Kansas

NM 1,500 10,900 10,200 9,516 June 5, 1986 Federa Deposit Insurance C orporation

Security Bank o f G lenrock 
G ienrock, W yoming

SM 1,800 6,000 5,800 5,637 June 6, 1986 Federa Deposit Insurance C orporation

Petrobank, N. A.* 
Houston, Texas

N 2,000 38,100 36,800 33,639 June 12, 1986 Federa Deposit Insurance C orporation

The First N ational Bank o f Chanute 
Cnanute, Kansas

N 9,700 45 300 44,900 42,724 June 19, 1986 Federa Deposit Insurance C orpora tion

National Bank of Texas' 
Austin Texas

N 2,900 32,600 30,600 28,554 July 2 ,1986 Federa Deposit Insurance C orporation

The Bank of K iow a ' 
Kiowa, Kansas

NM 1,900 11,300 10,900 7,651 July 17,1986 Federa Deposit Insurance C orporation

Permian Bcnk' 
Odessa, Texas

NM 7,000 38,800 33,800 33,176 July 18,1986 Federa Deposit Insurance C orpora tion

First N ational Bank in Cordell 
Cordeii, O klahom a

N 2 600 22,800 22,600 21,824 July 31, 1986 Federa Deposit Insurance C orporation

M edicine Bow State Bank 
M edicine Bow, W yoming

SM 900 4,600 4,000 4,229 August 8, 1986 Federa Deposit Insurance C orporation

First N ational Bank in Rifle* 
Rifle, C o lorado

N 4,000 18.900 17,100 16,637 August 21 ,1986 Federa Deposit Insurance C orporation

Buena Vista Bcnk & Trust Company* 
Buena Vista, C o lorado

NM 4 200 32,000 29,700 29,972 August 28,1986 Federa Deposit Insurance C orporation

American N ational Bank o f Eastridge 
Casper, W yom ing

N 1,200 4,100 3,700 3,535 August 28, 1986 Federa Deposit insurance C orporation

Valley State Bank 
Baggs, W yoming

SM 1,900 4,200 4,000 3,605 O ctober 17, 1986 Federa Deposit Insurance C orporation

The First N ationc i Bank and Trust 
Company of Enid 
Enid, O klahom a

N 18,000 92,400 91,200 85,465 N ovem ber 6 ,1986 Federa Deposit Insurance C orpora tion

'D iv idend advanced by FDIC
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Table 123. INSURED BANKS REQUIRING DISBURSEMENTS BY THE FEDERAL DEPOSIT INSURANCE CORPORATION 
DURING 1986

NAME A N D  LOCATION
Class 

o f Bank

NumDer of 
Depositors 

o r Accounts

Total
Assets

!S000's)

Total
Deposits
(SOOO's':

FDIC
Disburse­

ments
(SOOO's)

Date of Closing, 
Deposit Assumption, 

M erger, o r Assistance

Receiver, Assuming Bank, 
Transferee Bank, or 

M erg ing Bank and Location

Deposit Transfers to O p eratin g  Banks

Americon Bank o f Casper 
Casper, Wyoming

N M 4,300 18,800 15,000 20,172 Jcnuary 17, 1986 H illtop  N ational Bank, Casper, W yoming

Valencia Bank 
Placentia, C a lifo rn ia

NM 10,600 96,700 94,000 92,075 February 7, 1986 Barclays Bank o f C a lifo rn ia , San Francisco, 
C a lifo rn ia

Farmers and Merchants State Bank 
o f Lamberton 
Lamberton, M innesota

NM 3,500 16,200 15,200 15,284 M crch 14,1986 Am erican Bank o f M ankato, M ankato, 
M innesota

Farmers and M erchants Bank of 
Huntsville
Huntsville, M issouri

NM 4,700 18,800 18,200 13,805 M arch 28,1986 City Bank and Trust Company, M oberly, 
M issouri

Union County Bank 
M aynardsville , Tennessee

NM 6,900 32,200 30,100 24,389 A p ril 22 ,1986 Com m ercial Bank o f C la iborne County, 
H arrogate, Tennessee

Saddleback N ational B ank' 
Laguna Hills, C a lifo rn ia

N 1,100 13,700 12,900 13,221 M ay 15, 1986 Landmark Bank, La Habro, C alifo rn ia

The First N ational Bank and Trust 
Company o f Norm an 
Norman, O klahom a

N 12,800 70,000 68,900 66,339 M ay 29, 1986 The Liberty N ational Bank and Trust 
Company o f O klahom a City, O klahom a 
City, O klahom a

The American Bank 
A lm a, Wisconsin

NM 8,100 38,400 34,800 32,498 June 20,1986 Bank o f A lm a, a newly-chartered 
subsidiary o f La Farge Bancorp Inc., La 
Farge, Wisconsin

Union Deposit Bank 
Union, Kentucky

NM 2,200 6,000 6,500 8,761 June 26,1986 The Central Trust Company, Boone County, 
Kentucky, a new state-chartered member
bank

The Bank o f Park County 
Bailey, C olorado

N M 2,100 5,400 4,800 4,671 July 25, 1986 Bank of M ountain Valley, N. A., Conifer, 
C olorado, a newly-chartered subsidiary of 
M ountain Parks Financial C orporation, 
M inneapolis, M innesota.

The First N ational Bank and Trust 
Company o f El Reno 
El Reno, O klahom a

N 8,200 45,900 43,400 35,064 August 7, 1986 The American N ational Bank o f Lawton, 
Lawton, O klahom a

Citizens N ational Bank and Trust 
Company
O klahom a City, O klahom a

N 19,800 165,900 157,700 140,451 August 14, 1986 The Liberty N ational Bank and Trust 
Company of O klahom a City, O klahom a 
City, O klahom a

Century N ationa l Bank 
Houston, Texas

N 2,400 14,800 13,700 12,686 O ctober 2 ,1986 Sterling B ank-W illow brook, a newly- 
chartered subsidiary o f Sterling 
Bancshares, Inc., Houston, Texas

Independent N ational Bonk* 
Covina, Califo rnia

N 8,000 29,200 27,800 27,194 O ctober 9, 1986 Chino Valley Bank, Chino, C a lifo rn ia

Sedgwick County Bank 
Julesburg, Colorado

SM 900 3,700 3,700 2,908 Novem ber 5 ,1986 The First N ationa l Bank o f Julesburg, 
Julesburg, C olorado

First National Bonk o f Temple 
Temple, O klahom a

N 1,500 6,900 6,600 5,760 Novem ber 14,1986 Union N ational Bank o f O klahom a, 
Temple, O klahom a, a newly-chartered 
subsidary o f The Union o f Arkansas 
C orporation, Little Rock, Arkansas

Cordell N ational Bank 
Cordell, O klahom a

N 5,800 77,000 71,300 59,885 December 5, 1986 City N ational Bank, W eatherford, 
O klahom a

Logo Vista N ational Bank* 
Lago Vista, Texas

N 1,900 11,300 10,600 10,056 December 18,1986 G reater Texas Bank Leander, Leander, 
Texas

First Bank & Trust Company 
Booker, Texas

NM 7,500 88,500 78,400 71,358 December 18,1986 First N ationa l Bank o f Perryton, Perryton, 
Texas

‘ D ividend advanced by FDIC
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Table 123. INSURED BANKS REQUIRING DISBURSEMENTS BY THE FEDERAL DEPOSIT INSURANCE CORPORATION 
DURING 1986

NAME A N D  LOCATION
Class 

o f Bank

Num ber of 
Depositors 

o r Accounts

Total
Assets

(SOOO's)

Total
Deposits
(SOOO's)

FDIC
Disburse­

ments
(SOOO's)

Date of Closing, 
Deposit Assumption, 

M erger, o r Assistance

Receiver, Assuming Bank, 
Transferee Bank, or 

M erg ing Bank and Location

Deposit Assumptions

The First N ational Bank o f W hite City 
W hite City, Kansas

N 2,000 9,800 9,100 6,206 January 9 ,1986 The Bank o f W hite City, W hite City, Kansas, 
a new ly-chartered subsidiary o f Herington 
Bancshares, Inc., Herington, Kansas

First State Bank 
Cache, O klahom a

NM 3,900 19,600 17,900 12,549 January 9, 1986 The Am erican N ationa l Bank o f Lawton, 
Lawton, O klahom a, a subsidiary of 
Am erican N ationa l Bankcorp, Inc., Lawton, 
O klahom a

Bank o f Dixie
Lake Providence, Louisiana

N M 1,200 38,300 36,200 22,189 January 10,1986 The Louisiana Delta Bank, a newly- 
chartered subsidiary o f Central Louisiana 
C apital C orporation, Ferriday, Louisiana

First Progressive Bank 
M eta irie , Louisiana

NM 8,200 37,700 37,200 23,054 January 17, 1986 First Industrial Bank & Trust Com pany, 
M eta irie , Louisiana, a new ly-chartered 
subsidiary o f First N ational C orporation, 
Covington, Louisiana

Utah Firstbank 
Salt Lake City, Utah

SM 5,300 36,700 33,400 20,303 January 24, 1986 C itibank (Utah), Salt Lake City, Utah, a 
new ly-chartered state bank subsidiary of 
C iticorp, New York, N ew  York

Pioneer State Bank 
Salt Lake City, Utah

SM 4,000 9,300 8,400 2,877 Jcnuary 24, 1986 Zions First N ational Bank, Salt Lake City, 
Utah

Johnson County Bank 
Tecumseh, N ebraska

SM 4,900 19,700 18,300 12,382 February 7, 1986 State Bank o f Elk Creek, Elk Creek, 
Nebraska

First N ational Bank o f Tipton 
Tipton, Iowa

N 5,400 17,700 17,500 4,973 February 14, 1986 Citizens Savings Bank, Anamosa, Iowa

Park Bank o f Florida 
St. Petersburg, Florida

N M 38,500 592,900 543,900 210,731 February 14, 1986 The Chase Bank o f F lorida, N. A., a newly- 
chartered subsidiary o f Chase M anhattan 
C orporation, N ew  York, N ew  York

First N ational Bank o f Douglas 
Douglas, W yom ing

N 4,000 13,600 12,900 8,337 February 21, 1986 First W yom ing Bank, Douglas, W yom ing

The First N ational Bank o f G orm an 
Gorm an, Texas

N 2,700 13,700 12,700 8,602 February 27, 1986 Citizens State Bank, a new ly-chartered 
subsidiary o f M id-Texas Bancshares, Inc., 
Fort W orth, Texas

The First N ational Bank o f Tekamah 
Tekamah, Nebraska

N 4,100 19,500 18,400 7,911 M arch 6, 1986 Nebraska N ational Bank, O m aha, 
Nebraska

The City N ational Bank o f Plainview 
Plainview, Texas

N 8,400 46,500 48,900 16,845 M arch 6 ,1986 First N ational Bank o f Plainview, 
Plainview, Texas

W illiam s Savings Bank 
W illiam s, Iowa

NM 2,100 11,400 10,700 3,042 M arch 20, 1986 Iowa Falls State Bank, Iowa Falls, Iowa

First State Bank 
W hite C loud, Kansas

N M 1,000 5,500 5,100 2,648 M arch 27 ,1986 Silver Lake Bank, Silver Lake, Kansas

First State Bank 
Memphis, Texas

N M 2,500 16,600 15,300 9,141 M arch 27,1986 Mem phis State Bank, a newly-chartered 
subsidiary o f North Central Texas 
Bancshares, Inc., Iowa Park, Texas

Stockholm State Bank 
Stockholm, South Dakota

NM 1,800 6,800 6,300 2,224 M arcn 27 ,1986 Community State Bank o f Stockholm, 
Stockholm, South D akota, a newly- 
charlered state bank

Family Bank 
O gden, Utah

NM 5,600 23,300 20,000 6,958 M arch 28,1986 Com m ercial Security Bank, O gden, Utah

Eddy County N ational Bank 
Carlsbad, New Mexico

N 3,100 28,400 23,100 15,085 A pril 3, 1986 United N ew  M exico Bank at C arlsbad, 
C arlsbad, New M exico
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Table 123. INSURED BANKS REQUIRING DISBURSEMENTS BY THE FEDERAL DEPOSIT INSURANCE CORPORATION 
DURING 1986

NAME AN D  LOCATION
Class 

o f Bank

Num ber of 
Depositors 

or Accounts

Total
Assets

(SOOO's)

Total
Deposits
(sooo's:

FDIC
Disburse­

ments
SOOO's

Date o f Closing, 
Deposit Assumption 

M erger, or Assistance

Receiver, Assuming Bank, 
Transferee Bank, o r 

M erg ing Bank and Location

Industrial National Bank o f East 
Chicago
East Chicago, Indiana

N 1,900 8,800 8,000 2,954 April 3, 1986 M ercantile N ational Bank o f Indiana, 
Hammond, Indiana

The National Bank 
Dyersville, Iowa

N 9,100 42,100 38,200 25,917 A pril 10,1986 American Trust & Savings Bank, Dubugue, 
Iowa

The First National Bank o f Ruston 
Ruston, Louisiana

N 10,000 30,900 29,800 4,335 A pril 10, 1986 Security First N ational Bank, A lexandria , 
Louisiana

Center N ational Bank 
Los Angeles, C alifo rn ia

N 2,500 38,400 36,700 22,091 April 11, 1986 Independence Bank, Los Angeles, 
C alifo rn ia

F lorida Center Bank 
O rlando, Florida

N M 4,400 75,700 69,400 35,994 A pril 18,1986 Am erican N ational Bank o f F lorida, 
Jacksonville, Florida

First N ational Bank o f Irving 
Irving, Texas

N 7,500 34,700 33,500 13,542 A pril 24 ,1986 City N ationa l Bank o f Irving, Irving, Texas

The First N ational Bank o f Bandera 
Bandera, Texas

N 2,600 14,600 14,100 4,810 A p ril 24 ,1986 Bandera Bank, Bandera, Texas, a newly- 
chartered subsidiary o f Bandera 
Bancshares, Inc., D allas, Texas

Bank o f N ortonville 
Nortonvil le, Kansas

NM 2,200 6,800 6,400 4,656 M ay 1,1986 Kendall Slate Bank, Valley Falls, Kansas

The Bedford N ational Bank 
Bedford, Iowa

N 3,500 17,900 16,500 6,782 M ay 1 ,1986 Am erican N ationa l Bank, Bedford, Iowa

Bank o f Commerce and Trust Company 
Tulsa, O klahom a

NM 12,300 173,400 126,000 143,849 M ay 8, 1986 The First National Bank and Trust Company 
of Tulsa, Tulsa, O klahom a

Rainsville Bank 
Rainsville, A labam a

NM 4,500 16,600 15,600 2,436 M ay 9 ,1986 Jacobs Bank, Scottsboro, A labam a

First Bank and Trust o f Idaho 
M a lad City, Idaho

NM 12,300 59,100 54,700 35,798 M ay 9, 1986 The Idaho First N ationa l Bank, Boise, Idaho

The Citizens State Bank o f St. Francis 
St. Francis, Kansas

NM 2,900 24,200 22,000 14,425 M ay 15, 1986 St. Francis State Bank and Trust Company, 
a newly-chartered subsidiary o f G. S. 
Bancshares, Inc., G ood land, Kansas

First State Bank & Trust Company 
Edinburg, Texas

NM 11.700 134,100 118,800 48,906 M ay 23, 1986 NBC Bank-Edinburg, Edinburg, Texas

Centennial State Bank o f Colorado 
Englewood, C o lorado

NM 5,300 19,100 18,900 5,461 M ay 23, 1986 First Interstate Bank o f Centennial, N. A., 
Englewood, C a lifo rn ia

Roseland State Bank 
Roseland, Nebraska

NM 2,300 11,600 10,100 4,163 M ay 28, 1986 Hastings State Bank, Hastings, N ebraska

The Lone Rock Bank, N. A, 
Lone Rock, Iowa

N 1,000 7,300 7,100 6,222 M ay 29, 1986 Swea City State Bank, Swea City, Iowa

Banco de A horro, FSB 
Mayaguez, Puerto Rico

NM 7,300 31,700 28,200 8,486 M ay 30, 1986 Banco Popular de Puerto Rico, San Juan, 
Puerto Rico

Bank o f Colum bia Falls 
Columbia Falls, M ontana

NM 5,400 42,800 40,500 24,791 M ay 30 ,1986 First Citizens Bank, N . A., C olum bia Falls, 
M ontana, a new ly-chartered subsidiary of 
Citizens Development Company, Billings, 
M ontana

Bossier Bank and Trust Company 
Bossier City, Louisiana

NM 31,800 204,400 199,700 134,913 June 13, 1986 The First N ational Bank o f Shreveport, 
Shreveport, Louisiana

The Bank o f Commerce 
Shreveport, Louisiana

NM 9,400 70,300 69,000 43,162 June 13, 1986 Peoples Bank & Trust Company, 
Natchitoches, Louisiana
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Table 123. INSURED BANKS REQUIRING DISBURSEMENTS BY THE FEDERAL DEPOSIT INSURANCE CORPORATION 
DURING 1986

NAME A N D  LO CATIO N
Class 

o f Bank

Num ber of 
Depositors 

o r Accounts

Total
Assets

(SOOO's)

Total
Deposits
(SOOO's)

FDIC
Disburse­

ments
(SOOO's)

Date o f Closing, 
Deposit Assumption, 

M erger, o r Assistance

Receiver, Assuming Bank, 
Transferee Bank, or 

M erg ing Bank and Location

First N ational Bank of Borger 
Borger, Texas

N 9,000 79,200 68,100 27,896 June 19,1986 First N ationa l Bank o f Borger, a newly- 
chartered national bank subsidiary o f First 
Borger Bancshares, Inc., Lubbock, Texas

Continental N ational Bank o f Kentucky 
Louisville, Kentucky

N 5,100 9,800 9,700 1,031 June 26, 1986 River City Bank, Inc., a new ly-chartered 
subsidiary o f First Breckenriage 
Bancshares, Inc., Irvington, Kentucky

The Home State Bank 
Rochester, Texas

NM 1,600 8,800 8,500 6,199 June 27 ,1986 Home State Bank, Rochester, Texas, a 
new ly-chartered subsidiary o f Rochester 
Financial C orporation, Rochester, Texas

Commercial State Bank 
Pocahontas, Iowa

NM 7,700 50,400 42,500 38,040 June 27 ,1986 Citizens State Bank, Pocahontas, Iowa, a 
new ly-chartered subsidiary o f C arro ll 
County Bancshares, Inc., C arro ll, Iowa

O range Coast Thrift and Loan 
Association
Los Alam itos, C a lifo rn ia

NM 1,100 11,400 11,000 10,252 June 27,1986 C apitol Thrift and Loan Association, Napa, 
C alifo rn ia

Farmers State Bank o f Clarissa 
C larissa, M innesota

NM 4,400 16,400 15,900 12,174 July 11,1986 First State Bank, Rush City, M innesota

The First N ational Bank and Trust 
Company o f O klahom a City 
O klahom a City, O klahom a

N 33,000 1,600,000 1,500,000 708,516 July 14,1986 First Interstate Bank o f O klahom a City, N. 
A., O klahom a, City, O klahom a, a newly- 
chartered subsidiary o f  First Interstate 
Bancorp, Los Angeles, C a lifo rn ia

Fillm ore County Bank 
Geneva, N ebraska

NM 2,300 12,400 11,500 5,119 July 17,1986 York State Bank and Trust Com pany, York, 
Nebraska

C allao Community Bank 
Callao, M issouri

NM 1,700 5,300 5,100 1,413 July 17, 1986 Lafayette County Bank o f Lexington/ 
W elling ton , Lexington, M issouri

The First N ational Bank o f Sheridan 
Sheridan, W yoming

N 11,400 65,900 59,800 24,124 July 17, 1986 First W yom ing Bank-Sheridan, Sheridan, 
W yom ing, a new ly-chartered subsidiary o f 
First W yom ing B ancorporation, Cheyenne, 
W yom ing

New M exico N ational Bank 
A lbuquerque, N ew  M exico

N 11,000 158,000 146,300 71,148 July 17,1986 First Interstate Bank o f A lbuquerque, 
Albuquerque, New M exico

Farmers' Bank 
Trimble, Tennessee

NM 4,300 21,600 18,500 23,257 July 18,1986 First Tennessee Bank, N. A., Mem phis, 
Tennessee

The First N ational Bank o f Prairie City 
Prairie City, Iowa

N 4,900 18,900 18,300 8,840 July 24 ,1986 Security Bank, M arshalltow n, Iowa

McCune State Bank 
McCune, Kansas

NM 2,100 8,300 7,800 5,409 July 24 ,1986 City N ationa l Bank o f Pittsburg, Pittsburg, 
Kansas

M ountain Valley Bank 
Conifer, C o lorado

SM 3,700 7,700 7,700 1,880 July 25,1986 Bank o f M ounta in Valley, N. A., Conifer, 
C o lorado , a newly-chartered subsidiary of 
M ounta in Parks Financial C orporation, 
M inneapolis, M innesota

Eden State Bank 
Eden, Texas

NM 2,300 13,000 12,400 6,335 July 31 ,1986 The Eden State Bank, a new ly-chartered 
subsidiary of Eden Financial C orporation, 
San Angelo, Texas

Citizens State Bank 
Iowa Falls, Iowa

SM 10,000 51,900 50,900 19,575 July 31 ,1986 Green Belt Bank & Trust, a newly-chartered 
subsidiary o f Green Belt Bancorporation, 
Iowa Falls, Iowa

The G ering N ationa l Bank and Trust
Company
G ering, Nebraska

N 13,200 68,700 67,000 37,814 July 31, 1986 Scottsbluff N ationa l Bank & Trust 
Com pany, Scottsbluff, Nebraska
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Table 123. INSURED BANKS REQUIRING DISBURSEMENTS BY THE FEDERAL DEPOSIT INSURANCE CORPORATION 
DURING 1986

NAME A N D  LOCATION
Class 

o f Bank

Num ber of 
Depositors 

or Accounts

Total
Assets

(SOOO's)

Tota
Deposits
(SOOO's)

FDIC
Disburse­

ments
(SOOO's,

Date o f Closing 
Deposit Assumption, 

M erger, o r Assistance

Receiver, Assuming Bank, 
Transferee Bank, or 

M erg ing Bank and Location

The Easton State Bank 
Easton, Kansas

N M 3,600 16,800 15,900 6.425 August 7, 1986 Fort N otional Bank, Easton, Kansas, a 
new ly-chartered subsidiary o f Exchange 
Bankshares C orporation, Atchison, 
Kansas

G raettinger State Bank 
G raettinger, Iowa

NM 2,600 11,800 11,400 2,739 August 7, 1986 Swea City State Bank, Swea City, Iowa

First Citizens Bank 
Dallas, Texas

NM 15,300 93,800 88,900 32,752 August 7, 1986 G rand Bank Northeast, a newly- 
chartered subsidiary o f G rand Bancshares, 
Inc., Dallas, Texas

The State Exchange Bank 
Yates Center, Kansas

NM 4,800 26,900 24,800 13,654 August 14, 1986 The G ira rd  N ational Bank, G ira rd , Kansas

Mendon State Bank 
M endon, Illinois

NM 3,900 20,500 18,800 8,87! August 20, 1986 First M idwest Bank/Q uincy, N. A., Quincy,
Illinois

The United Bank 
M inneapolis, Kansas

NM 4,100 23,200 21,600 6,434 August 21, 1986 The Bennington State Bank, Bennington,
Kansas

Danbury Bank 
Danbury, Texas

NM 1,700 9,600 9,100 4,368 August 21, 1986 Danbury State Bank, a newly-chartered 
subsidiary o f P.J.D. Bancshares, Inc., 
Louise, Texas

A lbany State Bank 
A lbany, M issouri

N M 900 4,600 4,700 3,661 August 28, 1986 United M issouri Bank o f St. Joseph, 
St. Joseph, M issouri

Fairview State Bank 
Fairview, O klahom a

SM 4,000 24,200 22,700 13,161 September 4 ,1986 Community N otional Bank o f O karche, 
O karche, O klahom a

Western Bank 
M id land, Texas

N M 13,300 72,800 68,000 67,885 September 4 ,1986 United Bank, N. A., M id land, Texas

Central Bank and Trust o f Tulsa 
Tulsa, O klahom a

N M 10,800 76,500 54,500 39,102 S eptenoer 10, 1986 The F&M Bank and Trust Company, Tulsa, 
O klahom a

Texas Independence Bank 
Pasadena, Texas

NM 4,500 12,000 11,800 4,103 September 18,1986 The Texas Independence Bank, Pasadena, 
Texas, a newly-chartered subsidiary of 
Citizens Bankers, Inc., Baytown, Texas

Texas Bank & Trust 
Lubbock, Texas

NM 7,500 36,100 30,800 13,703 September 19, 1986 RepublicBank Lubbock, N. A., Lubbock, 
Texas

The Home State Bank 
La Crosse, Kansas

NM 3,400 13,700 12,400 8,628 September 25,1986 Farmers Bank and Trust, N. A., A lbert, 
Kcnsas

Heritage N ational Bank 
Richardson, Texas

N 3,500 33,900 30,100 24,037 September 25, 1986 B rookhollow  National Bancshares, Inc., 
Dallas, Texas

American Bank and Trust Company 
Lafayette, Louisiana

NM 24,000 188,700 151,200 72,188 September 26, 1986 Whitney N ational Bank o f N ew  Orleans, 
New O rleans, Louisiana

Missouri Farmers Bank 
Mound City, M issouri

NM 5,000 22,800 23,300 13,216 O ctober 2, 1986 United M issouri Bank o f St. Joseph, 
St. Joseph, M issouri

Frontier N ational Bank 
Vista, C alifo rn ia

N 2,500 9,800 9,800 3,917 O ctober 2, 1986 Rancho Vista N ational Bank, Vista,
C alifo rn ia

Columbia Community Bank 
Hermiston, O regon

NM 2,500 4,500 4,200 1,520 O ctober 3, 1986 Inland Empire Bank, Hermiston, O regon

Bank o f Gering 
Gering, Nebraska

NM 3,800 20,900 20,400 10,091 O ctober 23, 1986 First State Bank, Scottsbluff, N ebraska
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Table 123. INSURED BANKS REQUIRING DISBURSEMENTS BY THE FEDERAL DEPOSIT INSURANCE CORPORATION 
DURING 1986

NAME AN D  LO CATION
Class 

of Bank

Num ber of 
Depositors 

o r Accounts

Total
Assets

(SOOO's)

Total
Deposits
(SOOO's)

FDIC
Disburse­

ments
(SOOO's)

Date of Closing, 
Deposit Assumption, 

M erger, o r Assistance

Receiver, Assuming Bank, 
Transferee Bank, o r 

M erg ing Bank and Location

Stillwater Community Bank 
Stillwater, O klchom a

NM 3,500 18,800 18,600 4,915 O ctober 23,1986 The Bank, N. A., M cAlester, O klahom a

Security N ational Bank 
A n c h o ra g e , A laska

N 2,600 40,000 38,800 21,744 O ctober 23, 1986 Ranier Bank A laska, N. A., Anchorage, 
A laska

Republic Bank 
Blanchard, Louisiana

NM 11,200 40,500 39,300 14,182 O ctober 31,1986 Am erican Bank & Trust Com pany in 
M onroe, M onroe, Louisiana

The Citizens State Bank 
D onna,Texas

NM 7,800 27,800 27,600 18,134 Novem ber 6 ,1986 Raymondville State Bank, Raymondville, 
Texas

The Home Bank 
Savannah, M issouri

NM 11,000 41,300 40,700 19,476 Novem ber 6 ,1986 United Missouri Bank o f St. Joseph, 
St. Joseph, M issouri

First Stock Yards Bank 
St. Joseph, M issouri

NM 8,100 32,700 32,100 17,404 Novem ber 6 ,1986 The Bank o f St. Joseph, St. Joseph, M issouri

M etropolitan Bank & Trust Company 
Baton Rouge, Louisiana

NM 6,700 67,400 65,400 28,320 Novem ber 7, 1986 The W hitney N ational Bank o f New 
O rleans, N ew  O rleans, Louisiana

Chokio State Bank 
Chokio, M innesota

NM 2,400 11,600 11,000 7,500 Novem ber 7, 1986 First Bank o f Chokio, Chokio, M innesota, a 
new ly-chartered subsidiary o f Barron 
Bancshares, Inc., C hokio, M innesota

The Hoxie State Bank 
Hoxie, Kansas

NM 5,400 35,600 32,100 14,018 Novem ber 13,1986 Prairie Bank, Hoxie, Kansas, a newly- 
chartered subsidiary o f Prairie Bancshares, 
Inc., O ak ley, Kansas

The Bank o f Northern C a lifo rn ia  
San Jose, C a lifo rn ia

NM 600 15,200 14,100 11,326 Novem ber 14, 1986 Pacific V alley Bank, San Jose, C a lifo rn ia

Texana N ational Bank of 
C ollege Station 
College Station, Texas

N 1,400 11,900 11,100 3,530 Novem ber 20,1986 First Stale Bank in C aldw ell, Caldw ell, 
Texas

Norm an Bank o f Commerce 
Norm an, O klahom a

NM 10,000 40,000 38,800 25,260 Novem ber 20 ,1986 First Interstate Bank o f O klahom a, N. A., 
O klahom a City, O klahom a

First N ational Bank 
W illow s, C a lifo rn ia

N 13,500 65,000 61,300 7,134 Novem ber 20 ,1986 First Interstate Central Bank, W illow s, 
C a lifo rn ia , a new ly-chartered subsidiary o f 
First Interstate Bancorp, Los Angeles, 
C a lifo rn ia

Hays State Bank 
Hcys, Kansas

NM 4,600 34,800 31,200 18,840 December 4 ,1986 Farmers State Bank and Trust Company, 
Hays, Kansas

Panhandle Bank and Trust Company 
Borger, Texes

NM 10,400 106,600 96,000 29,372 December 4 ,1986 A m arillo  N ationa l Bank, A m arillo , Texas

First N ationa l Bank o f S tewartville 
Stewartville, M innesota

N 4,700 18,300 17,900 10,686 December 4, 1986 M arquette Bank Rochester, Rochester, 
M innesota

The Citizens Bonk o f W indsor 
W indsor, M issouri

NM 5,500 21,000 23,300 12,002 December 9 ,1986 United M issouri Bank o f W arrensburg, 
W arrensburg, M issouri

Landm ark N ationa l Bank 
Denver, C o lorado

N 1,600 10,700 9,100 3,731 December 18, 1986 O M N IB A N K  Leetsdale, Denver, C olorado, 
a new ly-chartered subsidiary of 
O M NIBANC O R P, Denver, C o lorado

Lakeland State Bank 
Pequot Lakes, M innesota

NM 13,800 46,500 46,500 12,259 December 19,1986 The Northern N ationa l Bank, Bemidji, 
M innesota

Farmers State Bank 
Lueders, Texas

NM 1,600 9,100 8,400 3,033 December 19,1986 Farmers and M erchants N ationa l Bank o f 
M erkel, M erke l, Texas
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Table 123. INSURED BANKS REQUIRING DISBURSEMENTS BY THE FEDERAL DEPOSIT INSURANCE CORPORATION 
DURING 1986

NAME A N D  LO CATION
Class 

of Bank

N um ber of 
Depositors 

o r Accounts

Total
Assets

(SOOO's)

Total
Deposits
(SOOO's)

FDIC
Disburse­

ments
(SOOO's)

Date o f Closing, 
Deposit Assumption, 

M erger, o r Assistance

Receiver, Assuming Bank, 
Transferee Bank, o r 

M erg ing Bank and Location

Assistance Transactions

The Talmage State Bank 
Talmage, Kansas

NM 2,000 9,600 8,900 1,700 A pril 16,1986 Financial Assistance to an O pen Bank, 
under Section 13(c)(1) o f the FDI Act, to 
prevent fa ilu re.

State Bank o f W estpha lia*' 
W estphalia, Kansas

NM 1,500 4,300 4,100 0 August 15,1986 Kansas State Bank, Garnett, Kansas

M id  Valley Bank** 
O m ak, W ashington

NM 13,500 40,200 38,200 0 August 30, 1986 First Bank System, Inc., M inneapolis, 
M innesota

Bank o f O klahom a, O klahom a City, 
N. A.
O klahom a City, O klahom a

N 16,800 468,200 349,900 130,000 Novem ber 24 ,1986 Bank o f O klahom a, Tulsa, N. A., Tulsa, 
O klahom a

Bank o f Commerce 
M orristown, Tennessee

N M 20,500 67,300 65,600 13,000 Novem ber 26 ,1986 Financial Assistance to an O pen Bonk, 
under Section 13(c)(1) o f the FDI Act, to 
prevent fa ilure.

Bank o f Kansas City 
Kansas City, M issouri

NM 13,800 118,800 108,200 15,977 December 29, 1986 M erchants Bank, Kansas City, M issouri

Citizens Bank & Trust Company 
Arcadia, Louisiana

NM 2,300 10,400 10,700 377 December 31, 1986 The First N ational Bank, Bienville Parish, 
Louisiana

"F D IC 's  financ ia l assistance consists o f a guaranty against potential loan losses. N o disbursements were made in 1986.
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Table 125. RECOVERIES A N D  LOSSES BY THE FEDERAL DEPOSIT INSURANCE CORPORATION 
O N  DISBURSEMENTS FOR PROTECTION OF DEPOSITORS, 1934-1986 (Amounts in thousands of dollars)

Liquidation 
•status and 

year of 
deposit

All cases Deposit payoff cases Deposit assumption cases5 Assistance Transactions6

payoff or No. Recoveries Estimated No. Recoveries Estimated No. Recoveries Estimated No. Recoveries Estimated
deposit of Disburse­ to Dec. 31, additional of Disburse­ to Dec. 31, additional of Disburse­ to Dec, 31, additional of Disburse­ to Dec. 31, additional

assumption banks ments 1986 recoveries Losses banks ments2 1986 recoveries Losses' banks ments3 1986 recoveries Losses1 banks ments3 1986 recoveries Losses1
T o ta l,. 1,013 25,713,510 12,175308 4,777,021 8,761,180 413 3,259386 1350376 981,144 927365 572 13396,620 7321341 2,039,622 4,035,757 28 8357304 3,003391 1,756355 3,797358

Year4 ..
1934 ..... 9 941 734 207 9 54! 734 2C7
1935 ..... 25 9,108 6,423 2,685 24 6,026 4,274 '7 5 2 ' 3,082 2.149 933
1936 ..... 69 15,206 12,873 2333 42 7,735 6,397 1338 27 7,471 6,476 995
1937 ..... 75 20,204 16532 3,672 50 12,365 9,718 2,647 25 7,839 6,814 1,025
1938 ..... 74 34,394 31,969 2,425 50 9,092 7,908 1,184 24 25,302 24,061 1,241

1939 ..... 60 81,828 74,676 7,152 32 26,196 20399 5,797 28 55,632 54,277 1355
1940 ..... 43 87,899 84,103 3,796 19 4,895 4313 582 24 83,004 79,790 3,214
194 1 ..... 15 25,061 24,470 591 8 12,278 12.065 213 7 12,783 12,405 378
1942 ..... 20 11,684 10,996 688 6 1,612 1,320 292 14 10,072 9,676 396
1943 ..... 5 7,230 7,107 123 4 5500 5377 123 ! 1,730 1,730

1944 ..... 2 1532 1,492 40 i 404 364 40 1 1,128 1,128
1945 ..... 1 1,845 1,845 1 1,845 1,845
1946 ..... 1 274 274 274 274
1947 ..... 5 2,038 1,979 59 5 2,038 1,979 59
1948 ..... 3 3,150 2509 641 3 3,150 2509 641

1949 ..... 4 2,685 2,316 369 4 2,685 2316 369
1950 ..... 4 4,404 3,019 1385 4 4,404 3,019 1,385
1 9 5 1 ..... 2 1,986 1,986 2 1,986 1,986
1952 ..... 3 1525 733 792 3 1525 733 792
1953 ..... 2 5359 5359 2 5359 5359

1954 ..... 2 1,029 771 258 2 1,029 771 258
1955 ..... 5 7,315 7,085 230 4 4,438 4,208 230 1 2,877 2,877
1956 ..... 2 3,499 3,286 213 1 2,795 2582 213 1 704 704
1957 ..... 1 1,031 1,031 1 1,031 1,031
1958 ..... 4 3,051 3,023 28 3 2,796 2,768 28 1 255 255

1959 ..... 3 1,835 1,738 97 3 1,835 1,738 97
1960 ..... 1 4,765 4,765 1 4,765 4,765
1 9 6 1 ..... 5 6,201 4,699 1502 5 6301 4,699 1502
1963 ..... 2 19,172 18,886 286 : 19,172 18,886 286

1964 ..... 7 13,712 12,172 1540 7 13,712 12,171 1541
1965 ..... 5 11,479 7.438 167 3,874 3 10,908 7,013 167 3,728 2 571 425 146
1966 ..... 7 10,020 9541 234 245 1 735 735 6 9,285 8,806 245
1967 ..... 4 8,097 7,087 1,010 4 8,097 7,087 1.010
1968 ..... 3 6,476 6,464 12 3 6,476 6,464 12

1969 ..... 9 42,072 41,910 79 83 4 7596 7313 83 5 34,476 34,397 79
1970 ..... 7 51,918 50,919 7 272 4 29,265 28,993 272 3 21,933 21,926 7
1 9 7 1 ..... 6 171,454 171,248 13 193 5 53,779 53,574 12 193 1 117,675 117,674 1
1972 ..... 1 1 6 ® 13,874 572 1,808 1 16,255 13,874 572 1308
1973 ..... 6 435,038 365,846 1,764 67,428 3 16,771 16,771 0 3 418,267 349,075 1,764 67,428

1974 ..... 4 2,402,190 2,258316 143,261 613 4 2,402,190 2,258,316 143,261 613
1975 ..... 13 330549 289,297 23,297 17,956 3 25,992 25,676 225 92 10 304557 263,621 23,072 17,864
1976 ..... 16 597,877 559,908 37,815 154 3 11,462 9,660 1,795 7 13 586,415 550,248 36,020 147
1977 ..... 6 25,960 20,104 3,446 2,410 6 25,960 20,104 3,446 2,410
1978 ..... 7 540,822 492,152 36,791 11,879 1 818 613 3 202 6 540,004 491,539 36,788 11,677

1979 ..... 10 88,892 72398 6,129 10364 3 9,951 8,853 355 742 7 78,941 63545 5,774 9,622
1980 ..... 10 149500 109,351 9305 30,845 3 13,868 10,348 916 2,605 7 135,632 99,003 8389 28,240
1 9 8 1 . . . . . 10 997,731 354,251 58,409 585,070 2 35,735 26,475 6,864 2,395 5 78,013 28,930 45,802 3,281 3 883,983 298,846 5,743 579394
1982 . . . . . 42 2,120,138 474,418 429584 1,216,137 7 277,458 183,880 47,903 45,676 26 400,713 259,038 114,431 27,244 9 1,441,967 31500 267,250 1,143,217
1983 . . . . . 48 3358375 1365,036 364524 1,628,815 9 147322 80,166 39,156 28500 36 3,151,061 1,284,870 325,368 1340,823 3 59,492 59,492

19847 _ 80 7526,272 3,731,060 1,425,637 2369574 16 770576 475,687 174,438 120,450 62 1,248,370 609,854 129512 509,004 2 5307,326 2,645319 1,121,687 1,740,120
1985 ..... 120 2,484542 773,832 814,334 896,376 29 512,984 160,762 211,290 140,932 87 1,467,814 585,304 359,846 522,664 4 503,744 27,766 243,198 232,780
1986 . . . . . 145 3,958,610 652,008 1,421,653 1,884,949 40 1,165525 106,979 497,448 561,098 98 2,632,093 544,969 805,828 1,281,296 7 160,992 60 118377 42355

1. Included estim ated losses in active cases. N ot adjusted (o r interest o r  a llo w a b le  return, which was collected in some cases in which the disbursement was fu lly  recovered.
2. Includes estim ated additiona l disbursements in active cases.
3. Excludes excess collections turned over to banks as additiona l purchase price at term ination o f liquidation.
4. N o cose in 1962 required disbursements.
5. Deposit Assumption Cases include $347.6 m illion o f disbursements fo r advances to protect assets ond liqu idation expenses which had been excluded in p rio r years.
6. 'A ssistance transactions' include:

a) Banks m erged with financia l assistance from  FDIC to prevent p robable  fa ilu re  through 1986.
b] $3,591.7 m illion o f recorded liab ilities at book value payable over future years.

7. Includes C IN 8 Assistance Agreem ent which had been previously excluded.
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Table 127. INCOME AND EXPENSES, FEDERAL DEPOSIT INSURANCE CORPORATION, BY YEAR, FROM BEGINNING OF OPERATIONS, 
SEPTEMBER 11,1933 TO DECEMBER 1986 [in millions)

Year

Income Expenses and  losses

Total
Assessment

Income
Assessment

Credits
Investment and 
other sources' Total

Deposit insurance 
losses and 
expenses

Interest on 
cap ita l stock2

Administrative 
and opera ting 

expenses

Net Income 
ad d e d  to  deposit 
insurance fund3

Total ....................... 29,680.3 19,775.9 6,709.1 16,613.5 11,427.0 9,184.3 80.6 2,162.1 18,253.3

1986 ..................... 3,301.1 1,516.9 1,784.2 3,004.7 2,824.4 180.3 296.4
1985 ..................... 3,385.4 1,433.4 1,952.0 1,957.9 1,778.7 179.2 1,427.5
19846 ..................... 3,099.5 1,321.5 1,778.0 1,999.2 1,848.0 151.2 1,100.3
1983 ..................... 2,628.1 1,214.9 164.0 1,577.2 969.9 834.2 135.7 1,658.2
1982 ..................... 2,524.6 1,108.9 96.2 1,511.9 999.8 869.9 129.9 1,524.8
1981 ..................... 2,074.7 1,039.0 117.1 1,152.8 848.1 720.9 127.2 1,226.6
1980 ..................... 1,310.4 951.9 521.1 879.6 83.6 (34.6) 118.2 1,226.8
1979 ..................... 1,090.4 881.0 524.6 734.0 93.7 (13.1) 106.8 996.7
1978 ..................... 952.1 810.1 443.1 585.1 148.94 45.6 103.3 803.2
1977 ..................... 837.8 731.3 411.9 518.4 113.6 24.3 89.3 724.2
1976 ..................... 764.9 676.1 379.6 468.4 212.34 31.9 180.4s 552.6
1975 ..................... 689.3 641.3 362.4 410.4 97.5 29.8 67.7 591.8
1974 ..................... 668.1 587.4 285.4 366.1 159.2 100.0 59.2 508.9
1973 ..................... 561.0 529.4 283.4 315.0 108.2 53.8 54.4 452.8
1972 ..................... 467.0 468.8 280.3 278.5 59.7 10.1 49.6 407.3
1971 ..................... 415.3 417.2 241.4 239.5 60.3 13.4 46.9 355.0
1970 ..................... 382.7 369.3 210.0 223.4 46.0 3.8 42.2 336.7
1969 ..................... 335.8 364.2 220.2 191.8 34.5 1.0 33.5 301.3
1968 ..................... 295.0 334.5 202.1 162.6 29.1 0.1 29.0 265.9
1967 ..................... 263.0 303.1 182.4 142.3 27.3 2.9 24.4 235.7
1966 ..................... 241.0 284.3 172.6 129.3 19.9 0.1 19.8 221.1
1965 ..................... 214.6 260.5 158.3 112.4 22.9 5.2 17.7 191.7
1964 ..................... 197.1 238.2 145.2 104.1 18.4 2.9 15.5 178.7
1963 ..................... 181.9 220.6 136.4 97.7 15.1 0.7 14.4 166.8
1962 ..................... 161.1 203.4 126.9 84.6 13.8 0.1 13.7 147.3
1961 ..................... 147.3 188.9 115.5 73.9 14.8 1.6 13.2 132.5
1960 ..................... 144.6 180.4 100.8 65.0 12.5 0.1 12.4 132.1
1959 ..................... 136.5 178.2 99.6 57.9 12.1 0.2 11.9 124.4
1958 ..................... 126.8 166.8 93.0 53.0 11.6 11.6 115.2
1957 ..................... 117.3 159.3 90.2 48.2 9.7 0.1 9.6 107.6
1956 ..................... 111.9 155.5 87.3 43.7 9.4 0.3 9.1 102.5
1955 ..................... 105.7 151.5 85.4 39.6 9.0 0.3 8.7 96.7
1954 ..................... 99.7 144.2 81.8 37.3 7.8 0.1 7.7 91.9
1953 ..................... 94.2 138.7 78.5 34.0 7.3 0.1 7.2 86.9
1952 ..................... 88.6 131.0 73.7 31.3 7.8 0.8 7.0 80.8
1951 ..................... 83.5 124.3 70.0 29.2 6.6 6.6 76.9
1950 ..................... 84.8 122.9 68.7 30.6 7.8 1.4 6.4 77.0
1949 ..................... 151.1 122.7 28.4 6.4 0.3 6.1 144.7
1948 ..................... 145.6 119.3 26.3 7.0 0.7 0.6 5.7 138.6
1947 ..................... 157.5 114.4 43.1 9.9 0.1 4.8 5.0 147.6
1946 ..................... 130.7 107.0 23.7 10.0 0.1 5.8 4.1 120.7
1945 ..................... 121.0 93.7 27.3 9.4 0.1 5.8 3.5 111.6
1944 ..................... 99.3 80.9 18.4 9.3 0.1 5.8 3.4 90.0
1943 ..................... 86.6 70.0 16.6 9.8 0.2 5.8 3.8 76.8
1942 ..................... 69.1 56.5 12.6 10.1 0.5 5.8 3.8 59.0
1941 ..................... 62.0 51.4 10.6 10.1 0.6 5.8 3.7 51.9
1940 ..................... 55.9 46.2 9.7 12.9 3.5 5.8 3.6 43.0
1939 ..................... 51.2 40.7 10.5 16.4 7.2 5.8 -3.4 34.8
1938 ..................... 47.7 38.3 9.4 11.3 2.5 5.8 3.0 36.4
1937 ..................... 48.2 38.8 9.4 12.2 3.7 5.8 2.7 36.0
1936 ..................... 43.8 35.6 8.2 10.9 2.6 5.8 2.5 32.9
1935 ..................... 20.8 11.5 9.3 11.3 2.8 5.8 2.7 9.5
1933-34 ............... 7.0 (4) 7.0 10.0 0.2 5.6 4.25 -3.0

'Includes $649.7 m illion o f interest and a llow ab le  return received on funds advanced to receivership and deposit assumption cases and S504.0 m illion o f interest on capita l notes and
advanced to fac ilita te  deposit assumption transactions and assistance to open banks.

2Paid in 1950 and 1951, but a lloca ted among years to which it applied. Initial capita l o f $289 m illion was retired by payments to the U.S. Treasury in 1947 and 1948.
Assessments collected from  members o f the tem porary insurance funds which became insured under the permanent plan were credited to their accounts at the term ination o f the tem porary 
funds and were app lied  tow ard  payment o f subsequent assessments becoming due under the permanent insurance funding, resulting in no income to the C orporation from  assessments 
during the existence o f the tem porary insurance funds.

4lnduaes net loss on sales o f U.S. Governement securities o f $105.6 m illion in 1976 and S3.6 m illion in 1978.
5Net after deducting the portion o f expenses and losses charged to banks w ithdraw ing from  the tem porary insurance funds on June 30,1934.
‘ Revised due to restatement o f Decem ber 31, 1984 financia l statements.
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Table 129. INSURED DEPOSITS A N D  THE DEPOSIT INSURANCE FUND, 1934-1986 (in millions)

Yeor 
(December 31)

Insurance
Coverage

Deposits in insured banks' Percentage of 
insured deposits

Deposit insurance 
fund

Ratio o f deposit insurance fund to—
Total Insured Total Deposits Insured deposits

1986 ............................. 100,000 2,167,596 1,634,302 75.4 18,253.3 .84 1.12

1985 ........................... 100,000 1,974,512 1,503,393 76.1 17,956.9 .91 1.19
1984 ........................... 100,000 1,806,520 1,389,874 76.9 16,529.4 .92 1.19
1983 ........................... 100,000 1,690,576 1,268,332 75.0 15,429.1 .91 1.22
1982 ........................... 100,000 1,544,697 1,134,221 73.4 13,770.9 .89 1.21
1981 ........................... 100,000 1,409,322 988,898 70.2 12,246.1 .87 1.24
1980 ........................... 100,000 1,324,463 948,717 71.6 11,019.5 .83 1.16

1979 ........................... 40,000 1,226,943 808,555 65.9 9,792.7 .80 1.21
1978 ........................... 40,000* 1,145,835 760,706 66.4 8,796.0 .77 1.16
1977 ........................... 40,000s 1,050,435 692,533 65.9 7,992.8 .76 1.15
1976 ........................... 40,000 941,923 628,263 66.7 7,268.8 .77 1.16
1975 ........................... 40,000 875,985 569,101 65.0 6,716.0 .77 1.18

1974 ........................... 40,000 833,277 520,309 62.5 6,124.2 .73 1.18
1973 ........................... 20,000 766,509 465,600 60.7 5.615.3 .73 1.21
1972 ........................... 20,000 697,480 419,756 60.2 5,158.7 .74 1.23
1971 ........................... 20,000 610,685 374,568 61.3 4,739.9 .78 1.27
1970 ........................... 20,000 545,198 349,581 64.1 4,379.6 .80 1.25

1969 ........................... 20,000 495,858 313,085 63.1 4,051.1 .82 1.29
1968 ........................... 15,000 491,513 296,701 60.2 3,749.2 .76 1.26
1967 ........................... 15,000 448,709 261,149 58.2 3,485.5 .78 1.33
1966 ........................... 15,000 401,096 234,150 58.4 3,252,0 .81 1.39
1965 ........................... 10,000 377,400 209,690 55.6 3,036.3 .80 1.45

1964 ........................... 10,000 348,981 191,787 55.0 2,844.7 .82 1.48
1963 ........................... 10,000 313,3042 177,381 56.6 2,667.9 .85 1.50
1962 ........................... 10,000 297,5483 170,210 57.2 2,502.0 .84 1.47
1961 ........................... 10,000 281,304 160,309 57.0 2,353.8 .84 1.47
1960 ........................... 10,000 260,495 149,684 57.5 2,222.2 .85 1.48

1959 ........................... 10,000 247,589 142,131 57.4 2.089.8 .84 1.47
1958 ........................... 10,000 242,445 137,698 56.8 1,965.4 .81 1.43
1957 ........................... 10,000 225,507 127,055 56.3 1,850.5 .82 1.46
1956 ........................... 10,000 219,393 121,008 55.2 1,742.1 .79 1.44
1955 ........................... 10,000 212,226 116,380 54.8 1,639.6 .77 1.41

1954 ........................... 10,000 203,195 110,973 54.6 1,542.7 .76 1.39
1953 ........................... 10,000 193,466 105,610 54.6 1,450.7 .75 1.37
1952 ........................... 10,000 188,142 101,841 54.1 1,363.5 .72 1.34
1951 ........................... 10,000 178,540 96,713 54.2 1,282.2 .72 .133
1950 ........................... 10,000 167,818 91,359 54.4 1,243.9 .74 1.36

1949 ........................... 5,000 156,786 76,589 48.8 1,203.9 .77 1.57
1948 ........................... 5,000 153,454 75,320 49.1 1,065.9 .69 1.42
1947 ........................... 5,000 154,096 76,254 49.5 1,006.1 .65 1.32
1946 ........................... 5,000 148,458 73,759 49,7 1,058.5 .71 1.44
1945 ........................... 5,000 157,174 67,021 42.4 929.2 .59 1.39

1944 ........................... 5,000 134,662 56,398 41.9 804.3 .60 1.43
1943 ........................... 5,000 111,650 48,440 43.4 703.1 .63 1.45
1942 ........................... 5,000 89,869 32,837 36.5 616.9 .69 1.88
1941 ........................... 5,000 71,209 28,249 39.7 553,5 .78 1.96
1940 ........................... 5,000 65,288 26,638 40.8 496.0 .76 1.86

1939 ........................... 5,000 57,485 24,650 42.9 452.7 .79 1.84
1938 ........................... 5,000 50,791 23,121 45.5 420.5 .83 1.82
1937 ........................... 5,000 48,228 22,557 46.8 383.1 .79 1.70
1936 ........................... 5,000 50,281 22,330 44.4 343.4 .68 1.54
1935 ........................... 5,000 45,125 20,158 44.7 306.0 .68 1.52
1934 ........................... 5,0004 40,060 18,075 45.1 291.7 .73 1.61

'Deposits in fore ign branches are om itted from  totals because they are not insured. Insured deposits are estimated by apply ing to deposits at the regu lar Call dates the percentages as 
determ ined from  the June Call Report submitted by insured banks.

2December 20,1963.
3December 28,1962.
4ln itia l coverage was S2,500 from  January 1 to June 30,1934.
5$100,000 fo r time and savings deposits o f in-state governm ental units provided in 1974.
6$100,000 fo r Individual Retirement accounts and Keogh accounts provided in 1978.
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